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HEALTH BENEFITS PROGRAM FOR CERTAIN RETIRED 
GOVERNMENT EMPLOYEES 


FRIDAY, JUNE 17, 1960 


oF REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON 
Post Orrice AND SERVICE, 
Washington, D.C. 


The subcommittee met at 10 a.m., in room 213—A, Old House Office 
Building, Hon. James C. Davis (chairman of the subcommittee) pre- 
siding. 

Mr. Davis. The subcommittee will come to order, please. 

I would like to announce at the outset that I have had a message 
from Mr. Broyhill stating that prior to the time this subcommittee 
meeting was set up he had made an engagement to attend the instal- 
lation of a judge over in Arlington this morning. 

He deeply regrets he could not be here at the opening but asked me 
to make this statement to the members—that he will be here as soon 
as those ceremonies there are over. 

This subcommittee was appointed to consider S. 2575 and related 
House bills to establish a health benefits program for retired civilian 
employees of the Federal Government. 8S. 2575 was reported out of 
the Senate as report No. 1288. 

The members of the subcommittee are Mr. Scott, Mr. Harmon, Mr. 
Alford, Mr. Gross, Mr. Broyhill, and Mr. Cunningham, and I was 
designated chairman. 


(The bill, S. 2575, follows:) 
[S. 2575, 86th Cong., 2d sess.] 


AN ACT To provide a health benefits program for certain retired employees of the 
Government 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Retired 
Federal Employees Health Benefits Act of 1960.” 


DEFINITIONS 


Sec. 2. As used in this Act— 

(a) The terms “employee”, “member of family’, “dependent husband”, ‘health 
benefits plan’, “carrier”, “employee organization”, and “Commission” have the 
same meanings as in the Federal Employees Health Benefits Act of 1959. 

(b) “Retired employee” means an employee or member of a family who would 
be an annuitant under the Federal Employees Health Benefits Act of 1959 had 
he not become an annuitant prior to the eeffctive date of that Act. 
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ESTABLISH MENT OF HEALTH BENEFITS PROGRAM 


Sec. 3. The Commission is authorized and directed to establish a health bene. 
fits program for retired employees and members of their families who are not 
eligible for coverage under the Federal Employees Health Benefits Act of 1959, 
Such program shall permit retired employees enrolled, on the effective date of 
this Act, in any health benefits plan of a carrier approv ed under the Federal 
tmployees Health Benefits Act of 1959, or of a carrier otherwise approved by 
the Commission, to continue such enrollment under the provisions of this Act, 
The Commission may withdraw from participation in the plan of any carrier 
when in its judgment the number of retired employees and members of their 
families enrolled in such plan is not large enough to warrant the administrative 
cost of continuance, but in any such case the retired employees and members of 
their families covered by such plan shall be given full opportunity for transfer 
to another approved plan. 

ENROLLMENT 


Sec. 4. The program authorized by this Act shall not be applicable to any 
retired employee or member of his family unless such retired employee elects, 
within ninety days after October 1, 1960, to be covered by such program, and 
consents to the deduction from his annuity or other benefit payments of such 
amounts as are prescribed pursuant to section 5 as his contributions to the cost 
of such program. 

CONTRIBUTIONS 


Sec. 5 (a) (1) Except as provided in paragraph (2), if a retired employee 
reo gn in an approved health benefits plan, the Government shall contribute to- 

yard his subscription charge such amounts as the Commission by regulation 
ae from time to time prescribe. The amounts so prescribed shall not be less 
than the minimums or more than the maximum in the following schedule: 


Monthly Monthly 


If retired employee is enrolled for— minimum maximum 
Self and spouse who is a nondependent husband_____---_-~ 2. 70 3. 80 
Self and family_______- 3. 5O 9. 20 
Self and family which includes a nondependent husband___ 3.80 5. 40 


(2) If the total monthly subscription charge is less than $5.40 for a retired 
employee enrolled for self alone, $10.80 for a retired employee enrolled for 
self and spouse, or $13.00 for a retired employee enrolled for self and family, 
the contribution of the Government shall be 50 per centum of such subscription 
charge, except that if a female retired employee enrolls for self and a non- 
dependent husband, the Government’s contribution shall be 25 per centum of 
such subscription charge or if a female retired employee enrolls for self and 
family which includes a nondependent husband the Government's contribution 
shall be 30 per centum of such subscription charge. 

(b) There shall be withheld from the annuity or compensation of each enrolled 
retired employee so much as is necessary, after deducting the contribution of the 
Government, to pay the total charge for his enrollment. 

(c) The amounts authorized by subsection (a) to be contributed by the Gov- 
ernment shall be paid from annual appropriations which are hereby authorized 
to be made for such purpose. 

RETIRED EMPLOYEES’ HEALTH BENEFITS FUND 

Sec. 6. (a) The contributions of retired employees and the Government shall 
be deposited in the Retired Employees’ Health Benefits Fund, hereinafter 
referred to as the “Fund”, which is hereby created and which shall be admin- 
istered by the Commission. 

(b) The Fund shall be available without fiscal year limitations for all pay- 
ments on account of health benefits plans and for payment of expenses incurred 
by the Commission in administering this Act, but not to exceed 2 per centum of 
the Government contribution. 

(ce) Any contributions remaining in the Fund after the payments described 
in subsection (b) have been made and any dividends or other refunds made by 
a carrier shall be set aside in the Fund as a contingency reserve for that carrier. 
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- Such contingency reserve may be used to defray increases in future rates ef or 


to reduce the retired employees’ and the Government's contributions, or to 
increase the health benefits provided, as the Commission may from time to time 
determine. 

(d) The Secretary of the Treasury is atuhorized to invest and reinvest any 
of the moneys in the Fund in interest-bearing obligations of the United States 
for the purposes of the Fund. The interest on and the proceeds from the sale 


of any such obligations shall become a part of the Fund. 


ADMINISTRATION 


Sec. 7. (a) The Commission shall administer this Act, negotiate contracts 
for the plans provided in section 3 without regard to section 3709 of the Revised 
Statutes, as amended (41 U.S.C. 5), and prescribe such regulations as are neces- 
sary to give full effect to the purposes of this Act. Such regulations may include. 


but are not limited to, the following: 


(1) Minimum standards to be met by a carrier ; 

(2) Exclusions of retired employees from coverage ; 

(3) Beginning and ending dates of coverage; 

(4) Temporary extension of coverage ; 

(5) Changes in enrollment ; 

(6) Questions of dependency ; 

(7) Certificates and other information to be furnished retired employees ; 

(8) Contributions during periods of suspension of annuity payments and in 
other extraordinary situations ; and 

(9) Adjustment of contributions to nearest ten cents. 

(b) The Commission may request carriers to furnish such reasonable reports 
as the Commission determines to be necessary to enable it to carry out its func- 
tions under this Act. The carriers shall furnish such reports when requested 
and permit the Commission and representatives of the General Accounting Of- 
fice to examine such records of the carriers as may be necessary to carry out 
the purposes of this Act. 

(¢) Each agency of the United States or the District of Columbia which ad- 
ministers a retirement system for annuitants shall keep such records, make 
such certifications, and furnish the Commission with such information and re- 
ports as may be necessary to enable the Commission to carry out its functions 
under this Act. 

(d) There are hereby authorized to be expended from Employees’ Life In- 
surance Fund, without regard to limitations on expenditures from that Fund, 
for fiscal years 1960, 1961, and 1962, such sums as may be necessary to pay ad- 
ministrative expenses incurred by the Commission in carrying out the health 
benefits provisions of this Act. Reimbursements to the Employees’ Life Insur- 
ance Fund for sums so expended, together with interest at a rate to be deter- 
mined by the Secretary of the Treasury, shall be made from the Retired Em- 
ployees’ Health Benefits Fund which is hereby made available for this purpose. 

Sec. 8. The Commission shall transmit to the Congress annually a report con- 
cerning the operation of this Act. 


EFFECTIVE DATE 


Sec. 9. The health benefits program provided for by section 3 of this Act shall 
take effect January 1, 1961. The contributions provided for by section 5 of this 
Act shall take effect on December 1, 1960, with respect to annuity or compen- 
sation accruing for periods beginning on and after that date. 

Passed the Senate May 5, 1960. 

Attest : 

FELTON M, Jomunston, Secretary. 

Mr. Davis. S. 2575 provides for the establishment of a health bene- 
fits program for retired formed Federal employees who will not be 
eligible for enrollment under the Federal Employees Health Benefits 
Act established by Public Law 86-382, which becomes effective the 
first pay period beginning on or after July 1, 1960. 

The proposed retirees health benefits program is patterned after, 
and is somewhat comparable to, the program which becomes avail- 
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able on July 1 to present employees and future retirees under Public 
Law 86-382. 

The conditions of eligibility for enrollment are substantially the 
same—that is, the individual must have retired on an immediate an- 
nuity with 12 or more years of service or because of disability. Also, 
survivors of retired annuitants who would have been eligible in their 
own right as annuitants would be eligible for enrollment in the pro- 
posed new retirees health benefits program. 

Government contributions are intended to approximate 50 percent 
of the premium cost, except that specific maximum contributions are 
stipulated for various classes of aligibles as is the case in the active 
employees program. Retirees already enrolled in a plan of any car- 
rier which has been approved under the active employees’ program, 
or a plan of a carrier otherwise approved by the Civil Service Com- 
mission, could continue such enrollment with the particular carrier, 

The Civil Service Commission has estimated the cost of S. 2575 for 
the first year as between $15 and $22 million. Such cost will decrease 
in each following year as the number of retirees now on the rolls 
decreases. 

The effective date of the proposed program under S. 2575 would be 
January 1, 1961. 

There are a number of identical or similar House bills, as well as 
several recently introduced bills which are directed to the same pur- 
pose but contain different provisions intended to eliminate certain 
objections to the Senate-passed bill. 

Our first witness will be our colleague on the committee, Representa- 
tive John Lesinski, of Michigan, who is the author of H.R. 12495. 

We will be glad to receive your testimony at this time, Mr. Lesinski. 


STATEMENT OF HON. JOHN LESINSKI, OF MICHIGAN, A MEMBER 
OF THE COMMITTEE 


Mr. Lestnsxt. Thank you, Mr. Chairman. 

Mr. Chairman, I deeply appreciate this opportunity to present my 
recommendations for a health benefits program for retired Federal 
employees. 

At the outset, I invite the attention of the subcommittee to my bill, 
H.R. 12495, entitled, “A Bill to Provide a Health Benefits Program 
for Certain Retired Employees of the Government.” 

I am presenting this bill with the recommendation that it be ap- 
proved, nm heu of S. 2575. My bill eliminates the chief objections of 
the administration to S. 2575 and, at the same time, will establish a 
valuable health benefits program for our retired civil service em- 
ployees. I believe the bill also will have the wholehearted approval of 
the thousands of retirees who will be eligible. The first section of my 
bill provides a short title, the “Retired Federal Employees Health 
Benefits Act of 1960.” 

Section 2 incorporates by reference appropriate definitions con- 
tained in the Federal Employees Health Benefits Act approved last 
year for active employees and adds a suitable definition of the term 
“retired employee” which is needed for purposes of the bill. 

Under the definitions, any employee who shal) have retired before 
the effective date of the active employees’ health benefits program (the 
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first pay period after July 1, 1960) will be a for coverage in the 
health benefits program established by my bill. 

Section 3 directs the Civil Service Commission to establish a health 
benefits program for retirees and members of their families who are 
not eligible for benefits under the active employees’ program. 

The Commission will enter into a contract for a single, uniform, 
Government-wide health benefits plan for these retirees. The carrier 
must. meet the qualification requirements fixed by the law which pro- 
vides the active employees’ program. This will assure that the carrier 
is a national organization capable of underwriting the plan. It also 
will gain the value of direct competition from various carriers while 
at the same time reducing costs of administration toa minimum. The 
Commission is required to make “the best possible bargain” for the 
retirees, 

Section 4 fixes the Government contribution at not less than $3 nor 
more than $4 monthly for a retiree enrolled for self alone. The Gov- 
ernment contribution for a retiree enrolled for self and family will be 
not less than $6 nor more than $8 monthly. The double contribution 
for families is based on the fact that most families of retirees will 
consist of two persons. 

The Government also will contribute 2 percent of the above contri- 
butions to cover administrative expense, through annual appropria- 
tions. 

The difference between the Government contribution and the pre- 
mium charge will be borne by the retiree through a deduction from 
his annuity check. 

Under section 6, a retiree is given the option of enrolling in the 
Commission-sponsored plan or retaining his existing approved plan 
if he has one. If he retains his existing plan, the Government will pay 
him (by an increase in his annuity check) the same amount it would 
have contributed toward the premium cost had he elected to enroll 
under the Commission-sponsored plan. The Government also will 
contribute 2 percent of any such payments to retirees who retain 
existing plans, to cover costs of administration. 

Mr. Chairman and members of the subcommittee, I have every rea- 
son to believe that my bill offers a solution to the very complex and 
difficult problem of carrying out our obligation to help protect the 
health of the hundreds of thousands of men and women who devoted 
their productive working lives to our Government. 

Both the total cost and the expense and difficulty of administration 
will be kept within very reasonable bounds. Although the Bureau of 
the Budget and the Civil Service Commission have taken the position 
that no Federal retirees health benefits program should be enacted at 
this time, it is my considered opinion that enactment of H.R. 12495 
would give us our best assurance that such a program can become a 
reality through action in this session of the 86th Congress. 

1 would point out further, that my bill—in meeting one of the 
serious administration objections to the Senate-passed bill—wil) place 
the new program in effect July 1, 1961, in lien of the January 1, 1961, 
effective date provided in the Senate bill. 

J will be glad to answer any questions that the chairman or members 
may have. 
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A)so the bi) eliminates the objection of the administration, and that 
is that instead of having 35 benefits progralis in effect it allows for 
only one good program with the option of the retiree to take that or 
continue on his present program, 

Mr. Davis. We thank vou for your statement, Mr. Lesinski. 

Are there any questions by any of the members 4 

Mr. Cuxntxeuam. I want to compliment our colleague. He has a 
long history of interest and concern for our Federal employees as he 
has shown today in his testimony. 

T appreciate his fine statement, 

Mr. Lestysxr. Thank you, Mr. Cunningham. 

Mr. Davis. Thank you very much. 

Mr. Lestwsxr. Thank you, My. Chairman. You are very gracious. 

Mr. Davis, Thank you, sir. 

Our next witness will be our colleague, Hon. John Baldwin, a Mem- 
ber of Congress from California. 

It isa pleasure to have you with us, Mr. Baldwin. 


STATEMENT OF HON. JOHN BALDWIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Batowry. Thank you, Mr. Chairman. 

I am one of those who have introduced in the House of Representa- 
tives bills on this subject. The bill I introduced was H.R. 9033. Tam 
appearing this morning to testify in favor of H.R. 9033 and S. 
2575 which is now pending before the committee. 

I think, Mr. Chairman, that we have a very strong moral obliga- 
tion to give similar consideration to the people who have retired 
prior to July 1, 1960, just as we are doing for those in the Federal 
service at the present time. 

Actually the people who retired prior to July 1, 1960 have more 
serious problems than people who are still employed because they 
are already on fixed incomes. Those fixed incomes were set by rates 
of pay in days when the general pay scale was not as high, the general 
cost of living was not as high, and they are facing extremely serious 
problems, and many of them who are just barely able to get along 
if everything goes right with them, once they hit one serious health 
problem, I don’t care whether it is an automobile accident or a cancer 
operation, or whatever it may be, they are lost financially, and any hope 
they may have of getting along satisfactorily during the remaining 
parts of their lives is ended. 

It seems to me we owe them this consideration, I think they are 
entitled to it. 

This bill is aimed at accomplishing that objective. I know per- 
sonally of the great increase in cost in hospital programs because 
I served as attorney for two hospitals prior to coming to Congress. 
The costs of hospitalization have been going up at a rate at least 
five times as fast as the general cost of living as a whole. This par- 
ticular aspect of expenditure is causing more worry to retired civil 
employees today than any other single thing. 

I am very appreciative of the fact, Mr. Chairman, that your com- 
mittee has scheduled this meeting. I hope you will vote out the bill 
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that you feel appropriate rapidly so that this House can act upolh 
it before this session adjourns and that it can become law. 
: Mr. Davis. Thank you so much, Mr. Baldwin. We had set this 
meeting up for 10 aim, prior fo the time arrangements were made for 
the Jionse to meet at 114 o'clock this morning. 1 doubt very much if we 
will have an opportunity to finish the list of witnesses, We will cover 
all we can, of course, and the subcommittee is interested in giving 
this Jegislation consideration and attention as rapidly as possible. 
Thank you very much. 
Our next witness wi) be our co)league on the committee, Representa- 
tive Charles O. Porter. 


STATEMENT OF REPRESENTATIVE CHARLES 0. PORTER, OF 
OREGON, A MEMBER OF THE COMMITTEE 


Mr. Porter. H.R. 12495 provides for one Government-wide health 
benefits plan for retired employees—the carrier to be selected by the 
U.S. Civil Service Commission. 

Those retired employees who elect to participate in the health bene- 
fits program and do not desire to carry the one Government-wide plan 
may, under terms of section 6a of the bill, select any carrier, providing 
any type of health benefits. The annuitant will then be paid by the 
Civil Service Commission the Government’s contribution to the cost 
of his health benefits plan. The annuitant pays the Government con- 
tribution plus his own contribution directly to the carrier for his health 
benefits plan. 

This provision of H.R. 12495 is particularly unsatisfactory. 

1. The Federal Government has a responsibility to its annuitants 
to pass on the acceptability of carriers receiving funds from the Gov- 
ernment and its annuitants. 

2. Since Federal funds are involved the Federal Government should 
have the responsibility of determining that the cost of health coverage 
contracted for by the annuitant bears some relationship to the benefits 
offered. 

3. There is not even a requirement that the health carrier be licensed 
under the laws of any State, district, or territory. Health carriers for 
example in Panama, Tangier, or elsewhere could qualify for Federal 
funds. 

4. With the annuitant given complete freedom under section 6a to 
select any carrier or health plan it is likely that he would be forced to 
purchase individual coverage rather than group coverage. An indi- 
vidual coverage plan, as opposed to a group coverage plan, usually is 
higher priced. Group coverage offers savings in billing, reduction in 
delinquent payments and administrative costs. 

5. No automatic payment procedure is established. If the retired 
employee—and we are dealing with persons who are 62 years of age 
and over—fails to make a payment his health coverage would lapse or 


be canceled. 

The importance of an automatic deduction from the annuitant’s 
monthly check to pay for the annuitant’s share of health insurance 
premiums cannot be overemphasized. All annuitants who would be 
covered under the terms of H.R. 12495 are receiving regulation month- 
ly annuity checks from the Civil Service Commission, and automatic 
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Eee by the Commission directly to the carrier could easily be 
arranged. 

One of the great advantages of the Federal Employees Health 
Benefits Act of 1959 is the provision for automatic withholding and 
automatic payment of premiums directly to the carrier. 

6. Literally hundreds of carriers could be selected by annuitants to 
participate under section 6a of H.R. 12495. The requirement con- 
tained in the bill for the submission of certificates to show that the 
annuitant is in fact enrolled presents considerable administrative prob- 
lems, particularly to the Civil Service Commission. 

Also objectionable in H.R. 12495 is the postponement of the starting 
date of health coverage to July 1, 1961. This postponement cannot 
be done for administrative reasons. If legislation in this field is 
adopted, the Commission would have almost a complete year to initiate 
the program. The Federal Employees Health Benefits Act of 1959 
was signed into law September 28, 1959, and the Commission had 9 
months to initiate a program for several million active Federal em- 
ployees and their dependents. One cannot conceive that a health 
benefits program for retired employees, who number less than 350,000, 
would take longer to initiate than the program for active employees 
when the groundwork has already been laid by the 1959 law. 

H.R. 12495 would open the door to expensive, inadequate health 
benefits for the aged, and would allow all types of carriers—good, bad, 
and indifferent—to qualify for the receipt of Federal funds. 

Thank you, Mr. Chairman. 

Mr. Davis. The next witness is Hon. Roger W. Jones, Chairman, 
U.S. Civil Service Commission. He will be accompanied by Mr. War- 
ren B. Irons, Executive Director; Mr. Andrew J. Ruddock, Director 
of the Bureau of Retirement and Insurance; and Mrs. Mary V. Wenzel, 
Executive Assistant to the Commissioners. 

Weare glad to have you, gentlemen and Mrs. Wenzel. 


STATEMENT OF HON. ROGER W. JONES, CHAIRMAN, CIVIL SERVICE 
COMMISSION ; ACCOMPANIED BY WARREN B. IRONS, EXECUTIVE 
DIRECTOR; ANDREW J. RUDDOCK, BUREAU OF RETIREMENT AND 
INSURANCE; AND MRS. MARY V. WENZEL, EXECUTIVE ASSIST- 
ANT TO THE COMMISSIONERS 


Mr. Jones. Thank you, Mr. Chairman. 

Mr. Davis. You may proceed as you wish. 

Mr. Jones. The introductory statement which the chairman has 
made sets the stage for what I have to say with respect to this legis- 
lation. 

I have no formal testimony this morning, Mr. Chairman. I felt 
that was unnecessary in the light of the reports which are already 
before the committee. 

On May 26, 1960, the Civil Service Commission forwarded to the 
committee its report on S. 2575 in the form in which that bill appeared 
before the Senate. 
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Since that time there has been introduced the legislation of the 
type referred to by Mr. Lesinski this morning, chiefly typified by 
H.R. 12495, on which the committee also asked for reports, as it 
did on a companion bill, H.R. 12506, introduced by Mr. Broyhill. 

I think it would be worth while for just a moment, sir, to point out 
the differences between the two pieces of legislation and to indicate 
in closing our attitude toward the new bills. 

S. 2575 directs the Commission to contract with all of the carriers 
approved under the Federal Employees Health Benefits Act, and 
such additional carriers as may be approved by the Commission, for 
continuation of coverage for retired employees enrolled on the effec- 
tive date of the act with those carriers. 

The Commission is authorized to terminate a contract if too few 
retired employees are enrolled but retired employees covered under 
a terminated plan are to be allowed to transfer to another approved 
dlan. 

, H.R. 12495 directs the Commission to contract for a single plan as 
contrasted with many plans. This single plan would be for the re- 
tired employees. 

Retired employees who prefer it and could obtain and continue 
another plan would be entitled to a Government contribution toward 
the cost of the plan. 

The Commission, however, would not contract with the carriers 
of these plans nor would it approve the benefits offered. 

The second major difference has to do with the situation on con- 
tributions. S. 2575 provides maximum and minimum Government 
contributions for five classes of employee enrollments. The minimums 
range from $2.70 to $6.50 a month. The maximums range from $3.80 
to $9.20 a month. These rates are for self only, self and spouse, self 
and family, and the latter two are further subdivided as to whether the 
spouse is a nondependent husband. 

H.R. 12495 provides two levels of Government contributions—self 
only from $3 to $4, and self and family at exactly twice the self-only 
rates. 

The third major difference is that under S. 2575 the program would 
begin on January 1, 1961; under H.R. 12495 the program would begin 
on July 1, 1961. 

The fourth difference involves the fact that S. 2575 would provide 
only for group enrollments whereas H.R. 12495 would permit Gov- 
ernment contribution to individual policies or contracts. 

I had thought it might help the record, Mr. Chairman, if we could 
put into the record, with the permission of the subcommittee, a 
columnar comparison of the provisions of the two pieces of legisla- 
tion before you, and with the Chair’s permission I will give that to 
the reporter for insertion at this point. 

Mr. Davis. Without objection that will be inserted at this point. 
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(The information referred to follows: ) 


Columnar comparison of H.R. 12495 and 8, 2575 


Section No. ! H.R. 12495 | S. 2575 
1 (short title)_......-.--- ** Retired Federal Employees Health | ‘‘ Retired Federal Employees Health 
| Benefits Act. | Benefits Act of 1960.’ 
2 (definitions) -.......--- | Same except omits definition of ‘‘de- | Uses FEHBA definitions of ‘em- 


| pendent husband”’ and ‘‘employee | ployee,”’ ‘‘member of family,’’ ‘‘de- 
organization’; redefines “health | pendent husband,” ‘‘health benefits 
benefits plan’’ and ‘‘carrier’’ so as | plan,”’ ‘‘carrier,’’ “‘employee organi- 
to include individual policies; and | zation,” and ‘‘Commission’’; defines 
| incorporates FEHBA definition of | ‘retired employee.” 
| “Government.” 
3 (establishment of con- | Directs Commission to contract for | Directs Commission to contract with 


tracts for plans). ; a single plan for which all retired | | all approved plans under FEHB A of 
employees would be eligible. 1959, and any additienal plans ap- 
| | proved by Commission, in which 
| | retired employees are enrolled on 
} 


| effective date of act, fer continuation 
of the enrollment of these retired 
employees. 


4(a) _......------| Establishes Government contribu- | Establishes maximum and minimum 
tion, to be fixed by Commission at Government contributions to be 
from $3 to $4 individual; twice that fixed by the Commission for each of 
for family. 5 classes of enrollment: self only, self 


and spouse, and self and family, with 
latter 2 further divided as to existence 
of nondependent husband. 


4(b), 5.--- ws .-| Provides for Government contribu- | No similar provision. Sees. 4 and 
tion for administrative expense; 5(b) provides withholding of balance 
provides withholding of balance necessary to pay retired emplovee's 

| necessary to pay retired employee's share of plans contracted for by Com- 
share of plan contracted for by Com- sion, 
mission. 
_...| Provides Government contribution to | No similar provision. 


retired employee having a health 
benefits plan other than that con- 
tracted for by the Commission, and 
for Government contribution for 
administrative expense. 


Requires election of retired employees | Sec. 4 requires election of retired em- 
| q 
| to enroll in plan contracted for by | ployee to enroll, or not, in Govern- 
; Commission; take another plan, or ment program, 


not participate, and re squires ¢: irrier 
certificate if he elects plan other than 
that contracted for by Commission, 
Reeauteeecshias ____....| Establishes retired employees health | Sec. 6 same, except multiple contin- 
benefits fund, makes it available for gency reserve. 
purposes of act, establishes contin- | 
gency reserve for carrier, and author- 
izes investment. 


9__._...._______..._.. ..] Provides for administration of act, | Sec. 7same, but lacks authority to regu- 
authorizes Commission to issue regu- late conditions of eligibility and has 
| lations, requires agencies adminis- authority to adjust contributions to 
tering retirement systems to cooper- nearest 10 cents, 


ate, and authorizes borrowing from 
ELIF to begin program. 


Authorizes appropriations... See. 8(c) authorizes appropriations. 

Requires annual report | See. requires annual report. 

| os ae =-| Makes program effective July 1, 1961 Sec. 9 makes program effective Jan. 1, 
1961. 


1 Section numbers are those of H.R. 12495. Where the number of the similar section of S. 2575 is different 
it is stated in the column. 


Mr. Jones. Coming back to H.R. 12495, the committee's request on 
this was received just a few days ago, and the report was not actually 

sared through the Bureau of the Budget and sent forward until 
yesterday. 

The report is before the members of the subcommittee, and I do not 
think it will be necessary to read it. It involves a short sectional 
analysis of the bill which does not materially differ from the analysis 
already given by the Chair and by the sponsor, Mr. Lesinski. 
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Mr. Davis. Would you like to insert that in the record, also? 

Mr. Jones. I would ask permission to insert the entire report in the 
record at this point. 

Mr. Davis. Without objection, that will be done, to be followed 
by the report of the Bureau of the Budget. 

(The information referred to follows:) 


U.S. CrvIL SERVICE COMMISSION, 
Washington, D.C., June 16, 1960. 
Hon. Tom MURRAY, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

DEAR Mr. Murray: This letter is in reply to your letters dated June 6, 1960, 
requesting reports on identical bills H.R. 12495 and H.R. 12506, to provide a 
health benefits program for certain retired employees. 

The current fiscal position of the Federal Government is such that the admin- 
istration finds it necessary to oppose enactment of either bill at this time. The 
Commission points out that enactment now would be contrary to an approved 
policy of opposing new programs, at least until fiscal conditions improve. 

However, in view of the recent enactment of a health benefits program for 
active employees, the Commission appreciates your committee’s desire to con- 
sider the feasibility of a similar program for retirees, and since you have called 
upon the Commission for its views, we are glad to give them. 

Following is our sectional analysis of the bills: 

Section 1. Short title 

Provides a short title: “Retired Federal Employees Health Benefits Act.” 
Section 2. Definitions 

Incorporates by reference applicable definitions contained in the Federal Em- 
ployees Health Benefits Act of 1959 and adds definition of “retired employee.” 
Anu employee who retires before the first day of the first pay period which falls 
on or after July 1, 1960, or who is entitled to compensation under the Federal 
Employees’ Compensation Act because of an injury sustained or illness con- 
tracted before the first day of the first pay period which falls on or after July 
1, 1960, is not entitled to enroll for health benefits under the Federal Employees 
Health Benefits Act of 1959. Thus the definition in this section would provide 
coverage under this act for those annuitants and compensationers who would 
have been covered by the 1959 act had they not retired or sustained an illness 
or injury before the date on which the 1959 act became generally effective. 
Survivor annuitants are similarly treated. 

The definitions of “health benefits plan” and “carrier” follow the definitions 
in the Federal Employees Health Benefits Act of 1959, except that they do not 
limit application of the act to group plans and carriers. This presumably is 
to provide for those employees who have or wish to obtain individual policies 
or contracts for health benefits as provided in section 6. 


> 


Section 3. Governmentiide plan 

Authorizes and directs the Civil Service Commission to establish a health 
benefits program for retires and members of their families not eligible for bene- 
fits under the program established by the Federal Employees Health Benefits 
Act of 1959 for current employees and future retirees. 

The Commission is authorized to enter into a contract for a single uniform 
governmentwide health benefits plan for retired employees. The government- 
wide plan is required to have one level of benefits and must be of the service 
benefit (Blue Cross-Blue Shield) or indemnity benefit (Commercial insurance 
company) type. The benefits to be provided by the contract are left to the dis- 
cretion of the Commission except that no one may be excluded because of race, 
sex, health status, or age, and the contract may not deny or limit benefits be- 
cause of any preexisting condition. The rates for the contract are to be de- 
termined in the first instance on a reasonable and equitable basis and adjusted 
for future terms on the basis of experience. Any accumulation due to favorable 
experience must be retained for the benefit of the retired employees enrolled in 
this plan. 
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Section 4. Contributions 

Provides for contributions by the Government to the cost of enrollment in the 
governmentwide plan. 

Subsection (a) provides a contribution to be fixed by the Commission within 
limits of not less than $8 monthly nor more than $4 monthly for a retired em- 
ployee enrolled for himself only. The amount of Government contribution for a 
retired employee enrolled for himself and family is twice the contribution for one 
enrolled for self only. 

Subsection (b) provides for an additional Government contribution of 2 per- 
cent of the contributions authorized by subsection (a) for payment of expenses 
incurred by the Commission in administering the act. 


Section 5. Withholding 
Requires withholding from the annuity or compensation of each retired em- 


ployee enrolled in the governmentwide plan so much as is necessary, after de- 
ducting the Government contribution, to pay for his enrollment. 


Section 6. Other health benefit plans 

Provides for Government contribution to those retired employees who do not 
enroll in the governmentwide plan but instead retain or purchase other health 
insurance. The Government contribution will be the same as that fixed for 
retired employees who enroll in the governmentwide plan, except that it may 
not exceed the cost of the plan which the retired employee retains or purchases. 
Subsection (b) provides for an additional Government contribution of 2 per- 
cent of the contributions authorized by subsection (a), for payment of expenses 
incurred by the Commission in administering the act. 


Section 7. Elections 

Requires each retired employee within such time after March 1, 1961, as the 
Commission prescribes, to notify the Commission of his election to enroll in the 
governmentwide plan, to enroll in another health benefits plan, or not to enroll 
under this act. It further provides that an employee who wishes to enroll 
under another health benefits plan must furnish a certificate from the carrier 
certifying the fact of coverage and the cost of the health benefits plan in which 
he is enrolled. If the employee is enrolled in a plan which provides other bene- 
fits in addition to health benefits, the carrier must certify the cost of the health 
benefits portion of the plan. 


Section 8. Retired employees health benefits fund 

Subsection (a) creates a retired employees health benefits fund to be admin- 
istered by the Civil Service Commission in which retired employee and Govern- 
ment contributions are to be deposited. 

Subsection (b) provides that the fund shall be available without fiscal year 
limitation for all payments to the carrier of the governmentwide plan, for pay- 
ment of the Government’s contribution for retired employees who enroll or re- 
tain enrollment in plans other than the governmentwide plan, and for adminis- 
trative expenses incurred by the Commission. These expenses are limited to not 
more than 2 percent of the amount of the Government's contribution to the sub- 
scription charges. 

Subsection (c) provides that any dividends or refunds, or other moneys in 
the fund, may be used to defray increases in future rates, reduce contributions, 
or increase benefits, as the Commission may determine, 

Subsection (d) provides for investment of the fund. 


Section 9. Administration 

This section provides for administration of the act by the Commission. The 
Commission is authorized to provide for exclusions from coverage, and for other 
matters necessary to the administration of this program. It also authorizes the 
Commission to use money from the Federal employees life insurance fund, to be 
repaid from the retired employees health benefits fund, for the initial expenses 
of administration. 


Section 10. Appropriations 

Authorizes annual appropriations to pay the Government contributions author- 
ized by the act. 

Section 11. Annual report 


Stipulates that the Commission shall report to the Congress annually concern- 
ing the operation of the act. 
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Section 12. Effective date 

Provides that the health benefits program under the act shall take effect July 
1, 1961. 

We estimate the cost to the Government if either bill is enacted to be in the 
magnitude of $15 to $25 million for the first year. The exact cost would, of 
course, depend on how many of the more than 415,000 eligible annuitants and 
survivor annuitants enroll in a plan and, further, upon the distribution of self- 
only and family enrollments. 

For the reasons stated at the beginning of this report, the Commission does 
not recommend enactment at this time of any legislation to provide health bene- 
fits for retired employees. In the event the committee decides to give further 
consideration to the bills despite this position, you may wish to consider the at- 
tached comments and suggestions of the Commission staff which would facili- 
tate administration of the legislation if enacted. 

The Bureau of the Budget states that there is no objection to the submission 
of this report to your committee. 

By direction of the Commission : 

Sincerely yours, 
Roger W. JONES, Chairman. 


SUGGESTIONS FOR PERFECTING AND MINOR SUBSTANTIVE CHANGES IN H.R. 12495 
AND H.R. 12506 


1. On page 2, line 3, insert “for a stated periodic premium or subscription 
charge” after the word ‘“‘carrier’’; on line 6, insert “remedial care,” between the 
comma after “medicines” and “or.” 

The first insertion would preclude Government contributions to member- 
ship in any organization operated as a ‘‘sunshine club” on an assessment 
basis. The second insertion would broaden the definition of a health bene- 
fits plan so as not to arbitrarily exclude certain of the healing arts which are 
not of a medical or surgical nature (e.g., Christian Science practice) and 
Which a number of health benefit plans now cover. 

2. On page 2, between lines 17 and 18, insert “Governmentwide Plan” or a 
heading of similar import. 

3. Strike the last sentence of section 3(a) beginning on line 25, page 2, and 
lieu thereof insert the following: “The carrier shall, if the Commission so 
directs, cede reinsurance to such other companies as may elect to participate or 
shall allocate its rights and obligations under the contract among such of its 
affiliates as may elect to participate, in accordance with an equitable formula to 
be determined by the carrier and approved by the Commission. The contracting 
carrier, if an insurance company, shall be licensed to issue group health insur- 
ance in all the states of the United States and the District of Columbia and 
shall, in the most recent year for which data are available, have made at least 
one percent of all group health insurance benefit payments in the United States.” 

The last sentence presently in section 3(a) is susceptible of being con- 
strued as requiring the governmentwide plan to offer the same benefits as 
the governmentwide plans under the Federal Employees Health Benefits 
Act of 1959. The proposed added language would require the carrier of the 
governmentwide plan to be one of the larger insurance companies or the 
Blue-Cross Shield organizations and would permit the commission to direct 
the carrier selected to share the risk and any profits with other qualified 
carriers. 

4. On page 4, line 5, and on page 5, line 6, strike “another” and in lieu thereof 
insert in both places ‘“‘an amount, as prescribed by the Commission, up to”. 

This change would permit the contribution for the Commission’s admin- 
istrative expense to be less than 2 percent of the Government's contribution 
for subscription charges if the full 2 percent were not required. 

5. On page 4, line 12, after “enrolled,” insert “in the health benefits plan pro- 
vided for.” 

6. On page 4, line 24, after “cost,” insert “to him.” 

Conceivably, a retired employee may be enrolled in a plan the cost of which 
he has no legal obligation to pay, in which case the Government should not 
contribute. 


7. On page 5, line 1, insert “is” between “he” and “enrolled.” 
57737—60-——3 
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8. On page 5, line 3, insert ‘cost to him of the” between “the” and “premium” 
for the same reason as in change 6, above. 

9. On page 5, line 5, insert the following new sentence after the period: “A 
retired employee may not receive a Government contribution for more than one 
plan, nor may a retired employee receive a Government contribution if he is 
covered under the enrollment of another retired employee who is receiving a 
Government contribution.” 

10. On page 5, line 18, strike the “s” in the word “programs.” 

11. On page 5, line 22, insert “to him” after the world “cost.” 

12. On page 6, line 10, after “payment” insert “of the Government’s contribu- 
tion provided for by section 6(a) of this Act.” 

13. On page 6, strike the text beginning with the word “Any” on line 17 and 
ending with the word “and” on line 20; capitalize ‘a’ in “any” and on the 
same line after the word “carrier,” insert “under section 8 of this Act.’”” On 
line 22, strike the word “carrier” and in lieu thereof insert “Government-wide 
plan.” 

The text suggested for deletion is superfluous since all contributions re- 
ferred to will be paid to carriers and none will remain in the fund. 

14. page 7, line 1, insert “to” after “contributions,” and on line 2 insert “by 
that plan” between “provided” and the comma. 

15. On pege 7, line 17, strike “the ” and in lieu thereof insert ‘all’ on the 
same line and on lines 20 and 22, add an “s” to the word “carrier.” 

16. On page &, line 17, strike “and”; on line 20, strike the period and in lieu 
thereof insert “and”: and add a new paragraph as follows: “(10) Under what 
conditions and to what extent the cost of a plan shall be considered a cost at- 
tributab'e to the retired employee.” 

The addition will permit the Commission to determine whether and to 
what extent the Government should contribute to the cost of coverage of a 
retired employee in certain questionable cases, as for example where a 
retiree is covered under the family enrollment of his wife who is not a 
retired employee. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., June 16, 1960. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: Reference is made to your requests of June 6, 1960, 
for the views of the Bureau of the Budget respecting H.R. 12495 and H.R. 
12506, identical bills to provide a health benefits program for certain retired 
employees of the Government. 

The subject bills are substantially similar in purpose to 8. 2575, now pending 
before your committee. On May 27, 1960, this Bureau submitted an adverse 
report on the Senate measure, stating that the provision of health insurance 
benefits for “‘prior’ pensioners and employer contribution toward such benefits 
is far from a common practice in private enterprise. 

Acccrdingly, for the reasons stated in the previous report, the Bureau of the 
Budget would strongly object to enactment of the subject bills. 

Sincerely yours, 
PHILLIP S. HUGHES, 
Assistant Director for Legislative Reference. 

Mr. Jones. As we indicated in the earlier report on S. 2575, the 
administration finds it necessary to oppose enactment of this legisla- 
tion at this time largely on fiscal grounds. The current fiscal posi- 
tion of the Government is such that the administration is opposing 
all new programs, at least until fiscal conditions improve. 

Mr. Davis. Does your report give the cost ? 

Mr. Jones. Yes, I am coming to that in just a moment, sir. 

However, we recognize that the recent enactment of the program 
for active employees which carries over to their retirement makes it 
necessary to give additional information to the committee in order 


tl 
t 
] 
( 
d 
bay 
( 
d 
=. 


HEALTH BENEFITS PROGRAM FOR CERTAIN RETIREES 15 


that they may give consideration to the measures before them, and in 
spite of that opposition there are additional things I would like to 
say. 

We estimate the cost of either bill, if enacted, would be in the mag- 
nitude of somewhere between $15 million to $25 million for the first 
year. Regretfully, we cannot be too precise about this at the present 
time because of the fact there are some 415,000 eligible annuitants 
and survivor annuitants on the rolls of the Civil Service Commis- 
sion, and the cost would, in fact, depend upon how many of these 
enrolled in a plan, and further upon the distribution of those enroll- 
ing for themselves only and those having family enrollments. We 
do not have information without canvass as to the family status of 
most of our annuitants. 

If the committee does go on to give consideration to the alternative 
forms of legislation, and particularly to the new bill introduced by 
Mr. Lesinski and Mr. Broyhill, it might be helpful if I inserted in the 
record certain comments on features of the bill which represent staff 
comments prepared in the Civil Service Commission by our expert 
staff, 

Mr. Davis. Without objection that will be inserted. 

(The information referred to follows :) 


COMMENTS ON FEATURES OF H.R. 12495 ANp H.R. 12506 


Section 3 of the bills provides for one governmentwide plan. From an admin- 
istrative point of view this is much to be preferred to a multiplicity of plans 
such as we have under the Federal Employees Health Benefits Act of 1959. 
Our experience thus far in implementing the 1959 act clearly indicates that 
contracting with a multiplicity of carriers creates serious administrative prob- 
lems, causes confusion in the minds of enrollees, and vastly increases printing 
and other costs. From a substantive point of view, dividing this closed group 
of..retired employees into many smaller plans, each consisting of a closed enroll- 
ment, might tend to diminish the benefits which could otherwise be secured for 
an appreciably larger single group enrolled in one plan. With a multiplicity of 
plans, each carrier would justifiably expect to attract the poorest risks and ac- 
cordingly reduce the benefits available for the premium dollar. Additionally, 
administrative expenses for a small group are proportionately greater than for 
a large group, thus further reducing the benefits available for the premium 
dollar. 

Section 4 of the bills provides a two-rate contribution structure; one contribu- 
tion rate for a retired employee who enrolls for self only and twice that rate 
for a retired employee who enrolls for self and family. Experience shows that 
such a two-rate structure is not only simpler to administer, but is also equitable 
because in most instances the families of retired employees will consist of only 
two persons eligible for coverage—the annuitant and spouse. In those instances 
where there are more than two eligible family members, the families will gener- 
ally be younger with correspondingly lower utilization of health services. 

Sections 4 and 6 of the bills provide for a 2 percent administrative expense 
fund for the Commission, It should be noted that the 2 percent is a percentage 
of the Government’s contribution only and is not based on any part of the re- 
tired employee’s contribution. On a percentage basis, this makes the 2 percent 
figure approximately equivalent to the 1 percent of Government contributions 
and employee withholdings being set aside for the Commission’s administrative 
expense under the Federal Employees Health Benefits Act of 1959. 

Section 6 would permit retired employees to retain coverage they now have—~ 
or permit them to enroll—in any health benefits plan of their choice. This is 
a feature which accomplishes several purposes and which, if the legislation is 
enacted, the Commission regards as highly desirable. It permits a free choice 
from among all the various types of health benefits plans available without the 
administrative difficulties and cost inherent in having a multiplicity of Com- 
mission-approved plans, It permits retired employees living in low-medical- 
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cost areas to enroll or retain enrollment in a local plan, the subscription charge 
of which reflects the low medical cost prevailing in the particular area. Fur- 
ther, it creates a minimum of interference with the competitive offerings of all 
carriers which wish to cover individuals in the age groups represented by re- 
tired employees. 

Finally, both bills would make benefits under the program effective July 1, 
1961. ‘The Commission believes this is the earliest possible date by which this 
proposed legislation, if enacted, could be implemented. We have taxed our 
staff to the utmost in implementing the Federal Employees Health Benefits 
Act of 1959 and, because of the complexity of that act, expect that we will have 


to continue using all available manpower in administering it for some time after 
July 1, 1960, when it becomes effective. 

Mr. Jones. I will summarize that. 

Section 3 of both bills, H.R. 12495 and H.R. 12506, provides for 
one governmentwide plan. From an administrative point of view 
this is much to be preferred to a multiplicity of plans such as we now 
have under the program for the active employees under the Federal 
Employees Health Benefits Act of 1959. 

Our experience thus far in implementing the 1959 act clearly in- 
dicates that contracting with a multiplicity of carriers creates serious 
administrative problems, causes confusion in the minds of the en- 
rollees, and vastly increase printing and other costs. 

From a substantive point of view dividing this closed group of re- 
tired employees into many smaller plans, each consisting of a closed 
enrollment, might tend to diminish the benefits which could otherwise 
be secured for an appreciable larger single group enrolled in one 

an. 

With a multiplicity of plans each carrier would justifiably expect 
to attract—— 

Mr. Davis. Let me ask you a question right there, Mr. Jones. 

How many plans are involved in these two bills? 

Mr. Jones. In S, 2575 there would be involved all of the plans 
under the program for the active employees, now numbering 38. 

Under Mr. Lesinski’s bill this would be cut down to one govern- 
mentwide plan. 

Mr. Davis. Does the program for the retirees, because of the smaller 
number in the group, involve more difficulties than the program for 
active employees? 

Mr. Jones. Yes, sir, it does, of three kinds, largely administrative. 
In the first place, with 415,000 people scattered all over the face of 
the globe literally, they are not all in the United States, we would 
have to conduct negotiations with them by mail. We cannot do it 
through the Government offices as we do the active employees. 

In the second place, the administrative expense of handling small 
groups, if there were a multiplicity of groups of these retired em- 
ployees out of a 415,000 universe as opposed to a universe of 2 million 
on the bigger plan, increases the cost. The smaller the group the 
higher proportionate administrative cost that you get in handling it. 

In the third place, I think we could expect that each carrier would 
have to make his plans on the basis of attracting the poorest risks, and 
accordingly would have to reduce the benefits available for the pre- 
mium dollar. In other words, the larger the group the better plan I 
think we can get. 

Mr. Davis. And the fact that you already have arrangements made 
to carry out your dealings with these 38 groups insofar as active em- 
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ployees are concerned would not enable you to merely add on this 
extra work as concerns the retirees and make it part of your machinery 
which is already set up ? 

Mr. Jones. It could be ground into the machinery in very substan- 
tial part, Mr. Chairman, but there would be difficulties to this extent— 
presumably we would have to have some kind of device whereby the 
contribution in cases of people who joined the plan would be deducted 
from a retirement check or something of the sort. I do not think we 
could depend on 415,000 people if they all came in to send in a check 
each month. 

This, however, would have to be further broken down by each of 
the plans involved which would impose a substantially heavier work- 
load on the Treasury than they would have under the kind of program 
we now have. 

Over and above that, there would be the fact that you would have 
no automatic way of knowing when the status of the individual 
changed. The way in which we find out about the status of these re- 
tired people in the event of death is when a check comes back, unless 
somebody writes in and says that the individual has died. This would 
create some additional problems. 

Mr. Davis. How many additional employees do you think would be 
required if this Senate bill should become law ? 

Mr. Jones. I do not believe I can estimate that at the present time, 
Mr. Chairman. I am not sure whether Mr. Ruddock could or not. 

We would have to reach into thin air on it. 

Mr. Ruppock. I cannot do that with any preciseness at all, Mr. 
Chairman. We use approximately 30 people in doing the planning 
for the 1959 Health Benefits Act, that is in the Civil Service Com- 
mission. 

Of course, with the active employees we have the tremendous advan- 
tage of having personnel offices in every agency of the Government 
who are also actively working on this. 

Where we would be dealing with annuitants, and entirely by mail, 
we would have no help at all from any of the personnel offices through- 
out the Government. 

Mr. Davis. Do the 30 employees you just mentioned constitute all 
of the new employees resulting from this health insurance benefits 
program ¢ 

Mr. Ruppocx. At the present time, sir, that is true. 

Mr. Jones, Within the Civil Service Commission. 

Mr. Davis. Would you think that this Senate bill would call for 
the employment of as many, fewer, or more? Can you go that far in 
making an estimate as to the number of new employees? 

Mr. Ruppocx. I would say just as many, sir, because under the Sen- 
ate bill, S. 2575, there would be the necessity of working out a contract 
for each plan, and that bill would authorize the 38 carriers presently 
approved, plus any others that the Commission might want to approve. 
It does not limit it to the 38. You would have the job of working out 
a contract. It would be necessary to write a brochure describing the 
benefits available in each of the plans. . 

We would have to write literature of some kind to enable the retiree 
to make an informed choice of which of the plans available to him 


would best serve his needs. 
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Mr. Davis. Would you have to follow substantially the same proce- 
dure that you have already followed in setting up the employees’ 
program 

Mr. Ruppock. Yes, sir. 

Mr. Jones. An additional factor, too—now the individuals enroll 
in their agencies. The agencies check the enrollment forms and gen- 

erally do “the clerical w 

We would have to do all of this centrally. 

Mr. Ruppvocx. That is right. 

Mr. Jones, Because the agencies have lost all track of these people, 
they become our problem once they retire. They do not even have 
their names with the agency any more. 

Mr. Davis. Can you tell us how many new employees would be re- 
quired if the Lesinski bill were enacted into law ? 

Mr. Ruppock. This is a rough estimate, but I would say somewhere 
in the neighbor ‘hood of 25 to 50 percent as many people. 

Mr. Davis. Thank you. 

Mr. Jones. Section 4 of the bill provides for a two-rate contribution 
structure, One contribution rate is for a retired employee who en- 
rolls for himself only, and twice that rate for a retired employee who 
enrolls for himself and his family. 

Experience has demonstrated that such a two-rate structure is not 
only simpler to administer but it is also equitable because in most in- 
stances the families of retired employees would consist. of only two 
persons eligible for coverage—the annuitant and his wife or husband. 

In those instances where there are more than two eligible family 
members, the families generally would be younger with correspond- 
ingly lower utilization of health services. 

Sections 4 and 6 of the Lesinski bill provide for a 2-percent adminis- 
trative expense fund for the Commission. It should be noted that the 
2 percent is a percentage of the Government’s contribution only and is 
not based on any part of the retired employee's contribution. 

On a percentage basis this makes the 2-percent figure approximately 
equivalent to 1 percent of Government contributions and employee 
withholdings being set aside for the Commission’s administrative ex- 
pense under the Federal E mployees Health Benefits Act of 1959. 

I am not prepared to say at the moment whether that would be in- 
adequate or adequate because we would just have to work our way 
into this to find out what the administrative expense would be. 

Section 6 would permit retired employees to retain coverage they 
now have, and this is very important, or permit them to enroll in any 
health benefits plan of their choice. This is a feature which accom- 
plishes several purposes and which if the legislation is enacted the 
Commission regards as highly desirable. 

It permits a free choice from among all of the various types of 
health benefit plans available without the administrative difficulties 
and cost inherent in having a multiplicity of Commission-approved 
plans. It permits retired employees living in low medical cost areas 
to enroll or retain enrollment in a local plan. The subscription charge 
of this reflects the low medical cost prevailing in that particular area. 

Further it creates a minimum of interference with the competitive 
offerings of all carriers which wish to cover individuals in the age 
groups represented by retired employees. 
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Finally, the new bills, the substitute bills, would make benefits under 
the program effective July 1, 1961, as contrasted with January 1, 1961, 
under the Senate bill. 

The Commission believes that this is the earliest—I started to say 
possible, certainly the earliest. practicable—date by which the pro- 
posed legislation 1f enacted could be implemented. 

We have taxed our staff to the utmost in implementing the Federal 
Employees Health Benefits Act of 1959 and we have no illusions at all 
that we are completely out of the woods yet. There will be a number of 
very complex decisions and actions that will have to be taken that will 
require the full participation of our very able Bureau Chief, Mr. 
Ruddock, and his Deputy, Mr. Lawton, and their top staff members, 
and there are limits as to how much more we can load on them. 

Over and above that, the more we study this the more we become 
concerned about the rather monumental job of taking on personal 
correspondence with 415,000-plus respondents, and all 415,000 would 
be involved in the initial stages. 

From my own sampling of the kind of correspondence we have with 
retired people this is an arduous job. They are older, they have fears, 
worries, little problems which loom much larger than they did at an 
arlier stage in life, and with no disparagement intended toward them 
at all, it is a costly kind of correspondence to carry on. They do not 
understand the answers they get. They come back at you the second 
and third times, and we would have to see to it that we leaned over 
bockward to make sure that they understood the legislation, that they 
were fully cognizant of what they were doing, and that we were giving 
them the maximum help possible. 

I believe it could come down to almost individual counseling for 
a very substantial number of older people. 

Where you could have the help of such a group as NARCE, for 
example, where they have their own plan and could advise their own 
members, that would be useful. However, we would not have the full 
resources of the agency and health benefits representatives, we would 
not have the full resources of all the employees’ organizations, and so 
on, to help us out. It would be primarily a Commission job. 

Whereas last year we were a little casual about estimating the size 
of the problem, we have learned from the experience of implementing 
the other act that the problems are considerable. They are very per- 
sonal problems. They bother people. 

I had a telephone call the other night at home at a quarter of 12 
from somebody who wanted to talk to me about what he should do 
under this new bill. He thought it would be helpful to talk to the 
Chairman of the Commission. 

I was glad to talk to him but I think we compound this kind of 
thing in correspondence with the retired folks. 

Mr. Gross. Off the record. 

( Discussion held off the record. ) 

Mr. Jones. The final point that I would make to you is this: That 
there are some minor language changes of a rather highly technical 
kind, largely word changes, which our experts—and I am not on this 
score—tell me that the committee certainly should consider if they 
move forward with further consideration of the legislation. There- 
fore, I would like to have your permission to leave with the commit- 
tee staff a series of detailed word changes, technical changes, and to 
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offer the cooperation of our technical people to work with the com- 
mittee staff as to the reasons for these word changes and how they 
could best be accomplished. 

We have written them out. I do not think they need go into the 
record, but I would like to turn them over to Mr. Johnson or whom- 
ever the committee suggests. 

Mr. Davis. Without objection, that permission is granted. 

Mr. Jones. That concludes my testimony. I will try to answer any 
questions. If I cannot, I am sure Mr. Irons or Mr. Ruddock can. 

Mr. Davis. Can you tell us if there is any difference in cost of the 
two bills, the Senate bill and the Lesinski bill? 

Mr. Jones. Again, this is just reaching for it, Mr. Chairman, but 
there may be some slight difference in cost, but I do not think that 
they would be appreciable. Of course, we cannot tell until we see 
how many people come in, That is why we cannot give you a range. 
We think we were pretty safe on the estimate we could make on par- 
ticipation of active employees but when it comes to retired folks, I 
haven’t any way of estimating whether 20 or 90 percent of them 
will join up. 

Mr. Davis. Are there any questions by any member? 

Mr. Jones. May I add one other thing, Mr. Chairman ? 

Mr. Davis. Yes. 

Mr. Jones. In furtherance of what Representative Baldwin pointed 
out, there are a very large number of these people who are on quite 
small annuities. They have been retired some time. They are well 
up in years. They were retired at a time when the average salary was 
very much lower than it is today and I am not prepared to say 
whether they would feel they could carry the cost of this kind of 
insurance, There are many old folks who are pretty tight to the line 
and would feel they would have to gamble on the condition of their 
health. 

Mr. Davis. Mr. Gross? 

Mr. Gross. Unfortunately, I could not get here until very late. Is 
there a multiplicity of plans proposed i in this case? 

Mr. Jones. In the Senate bill there is. In the amended or sub- 
stitute bill, the new bill, let’s call it, introduced by Mr. Lesinski, 
only one plan, sir. 

Mr. Davis. Thank you so much, Mr. Jones. 

We appreciate your presence and those of your associates here. 

The next witness is Mr. Frank Wilson, president of the National 
Association of Retired Civil Employees. 

Mr. Wilson, as you know, we have to go to the House floor at 11 
o'clock. Would you prefer to go as far as you can with your state- 
ment and insert the balance, or would you prefer to come back next 
week? I am trying to set up a meeting Monday. I have not quite 
made the arr angements } yet. 


STATEMENT OF FRANK WILSON, PRESIDENT, NATIONAL 
ASSOCIATION OF RETIRED CIVIL EMPLOYEES 


Mr. Wirson. Thank you, Mr. Chairman. 

Mr. Chairman and members of the Post Office and Civil Service 
Committee, my name is Frank J. Wilson. I am president of the 
National Association of Retired Civil Employees. I am accompanied 
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by John J. Madigan, secretary, and John A. Overholt, legislative 
representative. Our association 1s in its 40th year and has more than 
100,000 members. We have 750 chapters in the 50 States, and 26 
State federations. 

Our association is wholeheartedly in favor of the purposes of S. 
2575 and 76 companion bills in the House of Representatives, to pro- 
vide a health benefits program for certain retired employees of the 
Government and surviving annuitants, and we are most grateful for 
the enthusiastic support given to this program in both the Senate 
and the House of Representatives. 

Only a few who oppose this program say that no one promised the 
retired people a health benefit program when they retired, and so it 
is not necessary to give them such a program now. There are many 
more who take a different viewpoint. When we retired, no one prom- 
ised us that our annuities would be paid in depreciated dollars while 
health expenses would skyrocket. No one foresaw that the develop- 
ment of new drugs to help older people would find the drugs priced 
out of reach of the persons who need them most. The most important 
promise made to us on retirement was the assurance by our successors 
that they would carry on in the great American tradition, based on 
the principles of justice and fairplay. We know that this promise 
will be kept, because you will be the retired persons of tomorrow. 
Your generation knows that your example today is the lesson by 
which your children will learn how to deal with the older persons 
in years to come. There is no proper justification under our way of 
life for aid to retirees to be delayed just because they are rapidly 
dying out. We are extremely grateful that a vast majority in the 
Congress and in the executive branch of the Government share this 
point of view. 

At the same time, we appreciate the many practical problems pre- 
sented. We need a health service program as soon as possible. A 
complex program takes longer to organize than a simple program. 
We favored the program in S, 2575 when it was before the Senate, 
and we still think it is a good program. However, we are impressed 
with the views of the Civil Service Commission, stated in its letter 
of April 20, 1960, to the Senate committee, that S. 2575 offers too 
many different choices, and that it could not be made effective by 
January 1, 1961, unless narrowed to not more than two plans for 
retired employees and survivors. We believe that the simpler ap- 
proach in bills H.R, 12495, by Mr. Lesinski, and H.R. 12506, by Mr. 
Broyhill, is more acceptable to the Civil Service Commission, and 
we would gladly agree to have it substituted for the plan in S. 2575, 
except that we believe this simplified program could be placed into 
operation before July 1, 1961. If the new simplified approach is 
adopted in its entirety, we believe the Civil Service Commission could 
make it effective not later than January 1, 1961. 

We are most earnest in our efforts to continue our own NARCE 
hospital-surgical plan as one available under the bill. This is due 
not only to some pride in a going program, which now covers almost 
55,000 persons, but also to preserve substantial health services for 
many retirees and survivors who would not be eligible for the Govern- 
ment program. By the terms of the bill, nondisabled retirees with 
less than 12 years of service are not eligible for benefits. Also ex- 
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cluded are survivors who do not receive annuities. They are eli- 
gible under the NARCE hospital-surgical plan, where they pay the 
entire premium, but they would be without any coverage if the 
NARCE hospital-surgical plan is terminated. We can spread the 
benefits of the program without increasing the cost to the Govern- 
ment if we can continue the NARCE hospital-surgical plan. 

We thank the chairman and members of this committee for the 
privilege of appearing at this hearing. We are also grateful to the 
many others who have encouraged and helped us in this legislation. 

Mr. Davis. The next witness is Mr. George D. Riley, the AFL-CIO 
legislative representative. 


STATEMENT OF GEORGE D. RILEY, AFL-CIO LEGISLATIVE 
REPRESENTATIVE 


Mr. Rirey. The AFL-CIO, through actions of its executive council 
and its constitutional convention, has called for legislation to provide 
health benefits to retired employees of the Federal Government. 

We vigorously supported coverage of those already retired as part 
of the original legislation to provide a health benefits program for 
Federal employees. Since this provision was deleted from the legis- 
lation passed by the Congress, we consider passage of a separate bill 
te deal with this problem an absolute necessity. 

The profound need for immediate action by this Congress to pro- 
vide civil service annuitants with some protection against the crush- 
ing burden of medical costs could not be clearer. The group we are 
speaking of consists of those who have served our Government well 
and faithfully many years. As they have grown old, their need for 
medical care has sharply increased while their incomes fell drastically 
at the time of their retirement. Their greatest single fear is of de- 
pendency or destitution resulting from high medical and hospital 
bills which they cannot pay. 

Your committee has the opportunity to deal with this problem 
simply and directly, by reporting S. 2575 for passage. Not only does 
your committee have such opportunity, but its action is the only 
source to which retired Federal employees can look as they struggle to 
cope with the problem of health costs in a dignified and organized 
way. As you are well aware, other retirees have other channels of 
action open to them. 

Many have been able to obtain some health protection as a result of 
collectively bargained agreements. The vast majority of retired 
workers in the country are confidently awaiting congressional action 
which will make health benefits available to them as social security 
beneficiaries. Indeed, the vigor of the demand for such action has 
electrified the Nation. Neither of these two mechanisms is available 
to retired Federal employees. 

People living on annuities averaging $155 a month, or $56 a month 
for survivors, are in no position to meet the costs of needed health 
care from their own resources, nor can they be expected to pay the ex- 
horbitant premiums charged for scanty coverage by private insurers. 
Their alternative is frequently to deny themselves needed care or to 
fall into dependency status and onto the relief rolls. These people 
cannot. wait much longer for the help they need, as the Civil Service 
Commission apparently wishes they would or could. The Commis- 
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sion’s suggestion, that enactment of S. 2575 now would “be contrary 
to an approved policy of opposing new programs, at least until fiscal 
conditions improve,” is the crassest instance I know of subordinating 
suman lives to budget balancing. 

We see no reason to put aside the bill as passed by the other body, 
which could be speedily enacted into law, in favor of H.R. 12495. In 
fact, we fear that the loose provisions of H.R. 12495 mon the 
unlimited number of plans which could receive funds without having 
to conform to any minimum standards, would result not only in a 
waste of funds, but in tragic disappointments to many old people who 
would be under the impression they had meaningful insurance pro- 
tection while in reality they had none or close to none. 

I urge this committee, with all the emphasis at my command, to re- 
port S. 2575 without another day’s delay. It is a matter of social and 
moral necessity. 

Mr. Davis. The next witness is Mr. James A. Campbell, president 


of the AFGE. 
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STATEMENT OF JAMES A. CAMPBELL, PRESIDENT, AMERICAN 
FEDERATION OF GOVERNMENT EMPLOYEES 


Mr. Camrseti. The American Federation of Government Em- 
ployees wholeheartedly endorses the proposal to provide voluntary 
health-insurance benefits for Federal employees who have retired prior 
to the effective date of the Federal Employees Health Benefit Act of 
1959. 

The supplementation of the 1959 law provided in S. 2575 and in 
H.R. 12495 sponsored by Representative Lesinski as well as in similar 
bills introduced by many other Members of the House is in the cate- 
gory of urgent legislation. To all who sponsored such bills we are 
deeply grateful. This legislation is required as a matter of justice 
to those who have given many years of service to the Federal 
Government. 

There is no group that deserves more consideration from the Gov- 
ernment than those who have made public service a lifetime career, 
Many of those former employees gave their service in the years when 
pay and working conditions were less desirable than they are today. 

It ill becomes the Government of the United States in effect to tell 
those retired employees that they are less deserving of consideration 
than those on active duty. We sincerely hope that no such a dis- 
criminatory attitude will ever become the fixed policy of the 
Government. 

We are led to believe that such a policy will not be adopted. The 
fact that favorable action already has been undertaken by the Senate 
and that this hearing by the House committee is evidence of the inter- 
est of that body is heartening indication that the health-insurance 
program already authorized will be rounded out to permit all Federal 
employees—past and present—to avail themselves of an opportunity 
to participate. 

Last year the Federal Government joined the many large employers 
in private industry that provided health insurance for their employees 
during their active service and after retirement. An increasing num- 
ber of | employers other than Government have adopted a health bene- 
fit program. 
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This progress in extending coverage of retirees is indicated in the 
latest study by the Bureau of Labor Statistics of health and insurance 
plans under collective bargaining. That study analyzed 300 plans 
which provided benefits for 4.9 million workers. When a similar 
study was made in late 1955, 22.3 percent of the plans analyzed in- 
cluded benefits for retired employees. This percentage had risen to 
38.3 by early 1959. Extension of such benefits to the dependents of re- 
tired employees had doubled, rising from 18.7 percent of the plans sur- 
veyed in 1955 to 37 percent in 1959. About three-fifths of the 112 
plans providing benefits for both active and retired workers accorded 
the same benefits to retired workers in all respects as those available 
immediately prior to retirement. The same proportion was main- 
tained with respect to benefits for dependents of active and of retired 
employees. Virtually all plans making hospital benefits available 
for both active and retired workers provided the same type of bene- 
fits, whether cash or service, for both groups. This situation also is 
true of dependents of active and of retired workers. 

Inclusion of retired workers in health-insurance benefit: plans has 
been increasingly more liberal. Many large companies not only in- 
clude in their health-insurance plans employ ees who had been parti- 
cipants prior to retirement, but cover those who had already retired. 
Among such firms are the Eastman Kodak Co., B. F. Goodrich Co., 
Arkansas Power & Light Co., Goodyear Tire Co., Firestone Tire Co., 
First National Bank of Oregon. American Sugar Refining Co., Sw ift 
& Co., and the Minnesota Mining and Manufactur ing Co. 

Many large concerns pay the “full cost of health-insurance benefits 
for retired employees. Among those having such an arrangement are 
the American Can Co., Aluminum Co. of America, Armour & Co., 
Continental Can Co., Inc., American Seating Co., and Lever Bros. 
The full cost of benefits for the de spendents of retirees as well is paid 
by the Dow Chemical Co., United States Rubber Co., Radio Corp. of 
America, and Sperry Gyroscope Co. 

The State of New York made health benefit coverage available to 
its retired employees 2 years ago. The State pays 50 ‘percent of the 
cost of coverage. 

Large utility companies likewise provide group hospitalization and 
surgical benefit plants for their retired workers. These include 
Southern California Edison, Detroit Edison, Dayton Power & Light, 
Cleveland Electric Illuminating Co., Union Electric Co., Potomac 
Electric Power Co., Commonwealth Edison, and Puget Sound Power 
& Light Co. 

The Federal employees presently on the retirement roll are a group 
for whom the Government should be concerned. This assertion is 
predicated first on the fact that in 1959 the average service of em- 
ployee annuitants was 23 years. Of the 333,898 employ ee annuitants on 
the retirement roll at the end of fiscal year 1959, 95,299, or 28 percent, 
had retired after 30 years of service. Thus it is a group that includes 
many who have made Government employment a career. 

It is also a group that is in need of every assistance to enable them 
to live in at least a minimum degree of health and comfort to the full 
extent of their physical capabilities. No one in or out of Govern- 
ment would advocate a standard of care for those who are retired 
that is less than that needed to provide this minimum of health and 
comfort. 
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It is scarcely fitting for the Federal Government to provide health 
insurance benefits for its active employees, including those who after 
June 30 will retire, and deny it to those who have already completed 
their Federal service. Many of those persons became incapacitated 
during their years in the public service. Of the employee annuitants 
on the roll at the end of fiscal year 1959, 92,723 or 27 percent had re- 
tired for disability. 

Many employees who retired for disability acquired it in a manner 
undoubtedly traceable to their service. There is statistical evidence 

. . x 
to support that conclusion. Forty-six percent of the 63,623 Federal 
employees retired for disability from 1948 to 1956, inclusive, were 
retired for cardiovascular diseases. This large proportion of dis- 
ability retirement because of heart disease reflects the stress and ten- 
sion of employment. 

What may be said in advocacy of health insurance protection for 
active-duty employees may be said with appreciably greater force with 
respect to those who have retired. Many of these persons need this 
assistance for many reasons, economic as well as humanitarian. One 
of the important reasons is that the incidence of illness becomes 
greater in later life. 

This increasing likelihood of illness, which may be severe and 
prolonged, may prove to be costly at a time of life when a retired 
person is unprepared. Thus from the standpoint of need, it is evident 
that men and women in their later years are likely to require additional 
medical care. 

The average age of employee annuitants on the retirement roll is 
presently 67.5 years. Of those receiving regular and voluntary an- 
nuities on account of age and voluntary and involuntary separations 
June 30, 1958, 181,964 or 58 percent were 65 years or over. There were 
many more on the roll, however, who were well past that age. The 
number who were 75 and over totaled 51,195, or 16 percent. 

Those who are 65 and over are of a varying state of health. The 
extent of that variation has been indicated with some precision in 
reports to the national health survey for the 16 million persons in 
the uppermost age bracket the country over. It was shown in this 
survey that 22 percent of the persons aged 65 and above reported no 
chronic conditions. About 35 percent reported that they had chronic 
conditions but were not limited in their activities. Chronic conditions 
which partially limited their activities were stated by 29 percent of 
these older persons. Finally about 14 percent were prevented from 
carrying on any major activity by chronic conditions which kept half 
this group from leaving their homes. 

These characteristics of all persons 65 and over parallel those of 
former Federal employees who are on the retirement roll. At the end 
of fiscal year 1959, 27 percent of the employee annuitants then on the 
retirement roll had retired for disability. In the country as a whole, 
29 percent of the persons 65 and above had chronic conditions which 
limited their activities. 

Many of those presently on the retirement roll are receiving annuity 
payments which would be wholly inadequate to meet the unusual 
demands for medical care of those who are of advanced age. This 
fact alone makes it imperative that health insurance benefits should be 
extended to these persons. While annuities have been increasing in 
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amount in recent years, there are many annuitants w ho left the service 
before the 1956 revision of the law and there are some who retired 
even before earlier improvements. 

The trend of annuity payment payments in recent years indicates the 
need for extending health-benefit. insurance to persons already re- 
tired. The average e monthly payment to employee annuitants was $90 
a month in the fiscal year 1949. In that year there were 53 percent 
receiving less than $100 a month, and 98 percent less than $200 a 
month. “Although there has been material improvement in the retire- 
ment law, by 1959 the average monthly payment had increased only to 
$155. In that year, the proportion of employee annuitants who were 
receiving less than $100 was still large—33.5 percent. The group 
receiving less than $200 a month had declined only to 71 percent. 

Allowing for the increase in consumer prices since 1949, the average 
annuity of $155 in 1959 was worth only $125, As a result, progress 
was actually somewhat less than it seemed. The price level advanced 
24 percent while annuities increased 28 percent and not the 58 percent 
indicated by the dollar figures uncorrected for price changes. 

Precedents of Federal provision for medical care of persons who 
have retired or been disabled already exist. Military personnel—ofli- 
cers and certain enlisted persons—are eligible for medical and hos- 
pital care after retirement. As a result of the 1956 amendments to 
the Social Security Act, old-age and survivors insurance benefits are 
available for workers who are totally and permanently disabled for 
gainful work, This aid to the disabled is indicative of a trend toward 
assisting those who have little or no income to obtain medical care. 

The bill S. 2575, as passed by the Senate, is generally acceptable. It 
would provide benefits at the same rate of Government contribution 
in the Federal Employees Health Benefits Act of 1959. The bill 
could inaugurate the program for those already retired at a time when 
it will benefit: so many who are in genuine need of its benefits, 

However, there would be a 6-month interval from July 1, 1960, to 
December 31, 1960, in which those who had retired before the former 
date would have no Government health-insurance coverage. This 
would handicap those who became ill during that period. There seems 
to be no sound reason for restricting the bill i in this respect other than 
to effect a saving in the cost. The relatively small amount which 
could be saved is not defensible for it is an instance of saving by 
subsidizing human suffering. We have embarked upon a program 
of alleviating human suffering of other nations in all parts of the 
world. Surely we can do no less for the employees of our own 
Government. 

Thank you, Mr. Chairman and members of the committee, for the 
opportunity to discuss the reasons for enacting this legislation. 

Mr. Davis. I have a statement by Mr. F1 ‘ank van Dy ke, assistant 
professor, Columbia University, New York City; a combined state- 
ment by the American Life Convention, the Health Insurance Asso- 
ciation of America, and the Life Insurance Association of America; 
and a statement by Blue Cross Association and Blue Shield medical 
care plans. Without objection, they will be filed. 
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(The statements follow :) 
CoLUMBIA UNIVERSITY, 
ScHOOL oF PUBLIC HEALTH AND ADMINISTRATIVE MEDICINE 
OF THE FACULTY OF MEDICINE, 
Mr. Tom Murray, New York, N.Y., June 15, 1960. 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D.C. 

DEAR Mr. Murray: I have been told your committee is considering a bill which 
would provide a health insurance plan for retired Federal employees and for 
employees who will retire before July 1 of this year. 

I have had the opportunity to participate in the planning for the New York 
State employees’ health plan which is now in effect and which includes retired 
employees. I also testified last year at the Senate hearings on the Federal em- 
ployees’ health insurance bill and this year at the Senate hearings on health 
insurance for persons over age 65. 

In New York State it was decided to “blanket” into the plan all retired civil 
service employees at the same premiums and benefits. ‘The chief ground for this 
action was that retired employees live on reduced incomes and have greater 
health needs than active employees. New York State was unable to get the 
carriers to agree to a major medical plan for retired employees, but the employees 
have the basic Blue Cross 120-day benefit and Blue Shield. 

My principal reason for writing to you, however, is to comment upon one fea- 
ture of a proposal by the Civil Service Commission that retired Federal employees 
be permitted to participate in one governmentwide plan, or, if they choose, to 
secure a policy for themselves with Government contribution to the cost. 

Nongroup health insurance is characterized by low benefits and high costs. 
The tables which are attached to this letter are taken from the annual publica- 
tion of the New York State Insurance Department, entitled “1958 Loss and 
Expense Ratios.” All of the figures in the tables are nationwide unless indicated 
otherwise. The ratios are for nongroup business. The following quotation is 
taken from my recent testimony before the Senate Subcommittee on Problems 
of the Aging. 

“On the first page of the appended tables, in the first column headed ‘Com- 
pany,’ you will notice that all insurance companies have been grouped under 
four headings which indicate their type of ownership. The ‘second column, 
headed ‘Net premiums earned (countrywide), is self-explanatory. Now look 
at column 4, headed ‘Losses incurred “E”.’ You will see that the stock com- 
panies with more than $48 million in net business had incurred so-called losses 
of 42.2 percent in 1958, mutual companies with less than $4 million in net pre- 
miums incurred losses of 75.3 percent, life and accident and health companies 
with $152 million in net premiums incurred losses of 55.1 percent, and reinsur- 
ance companies with net premiums of approximately $4 million incurred losses 
of 41.3 percent. You will see from this the vast bulk of non-group-health insur- 
ance is done by two types of companies—the stock companies and the life and 
accident companies. In insurance terminology ‘losses incurred’ means claims 
paid. So, in 1958 the stock companies paid out 42.2 percent of the money they 
collected in premiums for health benefits, and the life and accident companies 
paid out 55.1 percent for this purpose. Where did the rest of the money go? 
The stock companies paid out 36.3 percent of all the money they collected for 
brokerage fees, commissions, and advertising, and the life and accident com- 
panies paid 25.4 percent for these purposes. (See cols. ‘Commissions and brok- 
erage “W”"’ and ‘Other acquisition “E”.’) Thus it costs these companies 36.3 
percent and 25.4 percent, respectively, to sell non-group-health insurance. In 
view of these statistics, how is it possible to argue that commercial insurance is 
eapable of providing health security for the aged at a reasonable premium? 
A 42.2-per-cent or 55.1-percent return on the dollar in nongroup business is in 
sharp contrast to a much higher return in benefits to group subscribers. But 
for nongroup subscribers the insurance industry is prevented from providing any 
reasonable return to the sick and injured by its methods of doing business. I 
believe this is an inefficient and costly method of providing health insurance to 
older persons, most of whom are on reduced incomes.” 

I respectfully urge you to provide one group health plan for all retired Federal 
employees and to use the service benefit rather than cash indemnity approach. 

Sincerely yours, 
FRANK VAN DYKE, Assistant Professor. 
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AMERICAN LIFE CONVENTION, 
Chicago, 11, 
LirE INSURANCE ASSOCIATION OF AMERICA, 
New York, N.Y. 
HeaLru INSURANCE ASSOCIATION OF AMERICA, 
Washington, DAC, 
JUNE 20, 1960. 
Hon. JAMES C. Davis, 
Chairman, Legislative Subcommittee, Committee on Post Office and Civil Service, 
U.S. House of Representatives, Washington, DC. 

Drak Mr. CHAIRMAN: This letter is written by the undersigned on behalf of 
the American Life Convention, the Health Insurance Association of America, 
and the Life Insurance Association of America. Included in their membership 
are companies Which have in force approximately 90 percent of the voluntary 
health insurance underwritten by insurance companies in the United States and 
Canada. 

There are pending before your committee measures which would provide for 
health benefit programs for Federal employees who became annuitants prior to 
July 1, 1960, the effective date of the Federal Employees Health Benetits Act of 
199. The insurance business strongly endorses the principle of such programs. 
Action by the Federal Government in recognizing its responsibilities to these 
former employees and their dependents in providing some protection against the 
economic hazards of illness and injury would be in keeping with the actions of 
progressive employers in private industry. Such action would also set an ex- 
ample for other employers, encouraging through such joint effort health care 
protection on a voluntary basis. 

The insurance business endorses the principle of one competitively awarded 
governmentwide program. We are aware of the problems of choice which have 
confronted Federal employees in connection with the Federal Employees Health 
Benetits Act of 1959, and recognize that these problems would be much more 
acute for annuitants since they would not have readily available to them the 
facilities for explaining and answering questions which have been provided to 
the active employees through the civil service health benefit representatives and 
supervisory employees of the various agencies. 

However, it is understood that a number of health care programs on a group 
basis cover segments of the annuitant group. There are those annuitants also 
who may have individual policies with which they are satisfied and would like 
to continue. We would therefore urge that in such instances where such plans 
are deemed satisfactory that the annuitants be allowed to continue in them and 
that Government contributions be made to support the payments in similar 
amount to that given for the governmentwide plan. 

We trust that these comments will be of assistance to you and your committee 
in its consideration of these proposals. 

Very truly yours, 
AMERICAN LIFE CONVENTION, 
Ricuarp EF. VERNor, 
Counsel, 
INSURANCE ASSOCIATION 
OF AMERICA, 
Robert R. NEAL, 
General Manager. 
LIFE INSURANCE ASSOCIATION OF 
AMERICA, 
KUGENE M. TuHore, 
Vice President and General Counsel. 


STATEMENT BY BLUE CROSS ASSOCIATION AND BLUE SHIELD MEDICAL CARE PLANS 


Congressional enactment of the Federal Employee Health Benefits Act of 1959 
constituted a major improvement in the personnel program for the employees of 
the Federal Government, and brought that program more closely in line with 
employee benefit patterns in effect in American business and industry. That act, 
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however, made no provision for those former Federal employees now in retire- 
ment. S. 2575, H.R. 12495, and other bills seek to remedy this situation. 

The problem of providing adequate basic health care for older age persons is 
a difficult and continuing one but it can be accomplished if the relatively higher 
costs of their care can be blended in with the costs incurred by younger persons. 
The unique difficulty here is that the group of retired employees with whom this 
legislation is concerned is one which will constantly decrease in numbers but will 
also Constantly increase in average age. Since there is no possibility of intro- 
ducing new and younger people into the group, the ultimate result will be an ever- 
increasing average cost for each person in the group. For this reason we doubt 
that realistic benefits at a reasonable cost can be provided on an experience-rated 
basis for a group having the characteristics of this one. In our judgment a help- 
ful program of health benetits can be provided for these retired employees only 
if they are a part of a continuing group or groups. 

Neither the provisions of S. 2575 nor of section 3 of H.R. 12495 appear to us 
to be realistic. In each case some part of this group of retired employees would 
be isolated from a leavening influx of new and younger people with the result, as 
noted above, of an increasing average age and cost for each member of the group. 

On the contrary, section 6 of THL.R. 12495 seems to provide a means whereby 
these retired employees can be retained or incorporated in continuing health 
benefits programs. Section 6 provides that the Government will make a contribu- 
tion toward the cost of a health benefits program which a retired employee 
obtains directly from a carrier or toward the cost of a program which the retired 
employee already has and wishes to retain. 

Since their inception the Blue Cross and Blue Shield plans of the country have 
followed a basic policy of allowing their members to continue enrollment for life 
without regard to age or health condition. As a result, close to 4 million Ameri- 
cans, beyond retirement age, now enjoying continuing hospital and medical- 
surgical coverage through Blue Cross and Blue Shield. Since some 40 percent of 
all Federal employees were enrolled in Blue Cross and Blue Shield plans prior to 
the enactment of the 1959 act, it is likely that many thousands of retired Federal 
employees still maintain their memberships. Additionally many Blue Cross 
Blue Shield plans as well as insurance companies are offering health benefit 
programs specifically designed for persons bevond retirement age. A contribu 
tion by the Government toward the cost of these programs would provide helpful 
benefits for many retired employees at a cost they can afford to pay. 

As written, section 6 places no limitation on or control over the carriers from 
which these retired employees may obtain health benefits. In order to provide 
some measure of protection to the retired employee and to the Government it 
may be desirable to provide that a Government contribution will be made only 
in those cases where the carrier of the program retained or selected by the retired 
employee is a participant in the Federal employees health benefits program. 
This would give the Civil Service Commission some authority over the carriers 
and at the same time afford retired employees a wide range of choice of type 
of health plan and carrier. 

We do not mean to represent by this statement that the most desirable health 
benefits plan will always be available to these retired employees, nor to represent 
that the benefits of those plans which are available are always comparable with 
plans which cover a broad spectrum of age groups. We do believe, however, 
that these retired employees can get better benefits at more reasonable costs if 
the Congress permits them to remain or become part of existing continuing plans 
than will be the case if they are isolated in a static group. We recommend, 
therefore, that the Congress give consideration to enacting legislation which will 
avoid the isolation of this group. 

Mr. Gross. Mr. Chairman, Mr. Wilson and his associates can be 
back here Monday if it is deemed necessary. 

Mr. Davis. We might ask some questions at that time, if they could 
be back. 

Mr. Witson. We will be happy to be back. 

Mr. Davis. Very well. 

The next witness is Mr. Vaux Owen, president. National Federation 
of Federal Employees. 
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STATEMENT OF VAUX OWEN, PRESIDENT, NATIONAL FEDERATION 
OF FEDERAL EMPLOYEES 


Mr. Owen. Mr. Chairman and members of the committee, IT am 
Vaux Owen, president of the Nationa) Federation of Federal Em- 
ployees. Our organization is composed of employees in all depart- 
ments and agencies of the Federal Government and in all grades and 
a wide variety of categories of employment. Our membership in- 
cludes retired employees, since many members continue their mem- 
bership in the NF FE when they retire from active Federal service. 

On behalf of the NFFE I wish to express our wholehearted sup- 
port. for S. 2575, which is designed to provide health benefits for re- 
tired Federal employees to correspond as nearly as practicable to 
the benefits for active employees and future retirees who have been 
covered under the Federal Employees Health Benefits Act. 

Mr. Chairman, there is every reason in justice and equity for the 
enactment of S, 2575. 

The passage of the Health Benefits Act was brought about by bi- 
partisan action in both Houses of the Congress. There was very 
general recognition of the need for such legislation both in the interest 
of the employees and their dependents and in the interest of the Gov- 
ernment, which is concerned with improving personnel administra- 
tion in the Federal service. 

It has been recognized that there is a very special need and urgency 
for legislation which would provide health benefits protection to re- 
tired employees who have behind them many long vears of devoted 
and loyal service to the Federal Government. 

As is well known, the incomes and resources of aging retired Fed- 
eral employees are in most cases severely limited. Rising costs of 
all kinds, and especially those of medical care and those involved in 
long and serious illnesses, present profoundly serious problems for 
these retired employees. TI think it is fair to say that there is no 
group of persons in the country in greater need of the kind of health 
protection provided under S, 2575 than these retired Federal em- 

lovees. 

The Federal Government. would, we believe, be remiss in its re- 
sponsibility if it failed to act humanely and progressively in this 
matter. The NFFE has reason to believe that it is the desire of the 
majority of Members of Congress and of responsible officials in the 
executive branch to meet this responsibility by action now, 

At the time the Health Benefits Act was up for consideration the 
sponsors of that legislation felt that the soundest procedure would 
be to provide for the retired employees in a separate bill. That pro- 
cedure was agreed to, the Health Benefits Act was passed, and S. 2575 
was introduced thereafter as a separate measure to provide health in- 
surance protection for the retired employees. 8, 2575 subsequently 
was approved by the Senate. 

We strongly urge a favorable report on S, 2575 so that it may be 
acted upon by the House of Representatives before the adjournment 
of this session of the Congress. 

Tt is our view that action in this area already has been too long de- 
layed. 
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Each passing month underscores more emphatically the urgent need 
for action on this legislation. It is important to get a retiree health 
benefits program on the statute books and into operation at the earliest 
practicable date. We are aware, of course, that there is a substantial 
volume of administrative work which will have to be done to get the 
program underway and that this could influence the Congress in 
setting the effective date of the legislation, 

In this connection we think it only fair and proper to commend the 
U.S. Civil Service Commission and its staff for the work they have 
done in getting the health benefits program underway. It has been 
an immense and complex task and it has been done with notable effi- 
cleney. Obviously, in so vast an undertaking some thorny problems 
have presented themselves. As might be expected, not all of those 
problems have been resolved to the complete satisfaction of all con- 
cerned, But we believe the Commission deserves great credit for the 
job done to date on this program, 

We have no doubt that the Commission can handle successfully the 
special administrative problems involved in the proposed retiree health 
program given a reasonable and practicable amount of time as to 
effective date. 

We would emphasize now, as we emphasized when the Federal em- 
ployees health benefits legislation was under consideration, that the 
most Important thing is to get a program on the statute books and 
underway—to get a start on providing the kind of health insurance 
protection so urgently needed by Federal employees, retired Federal 
employees, and their dependents. 

We appreciate this opportunity of appearing before the subecom- 
mittee and presenting the views of the National Federation of Fed- 
eral Employees on this important subject. 

Mr. Davis. The next witness is Mr. Dan Jaspan, legislative rep- 
resentative, National Association of Postal Supervisors. 


STATEMENT OF DAN JASPAN, NATIONAL ASSOCIATION OF POSTAL 
SUPERVISORS 


Mr. Jaspan. Mr. Chairman and members of the subcommittee, 
my name is Daniel Jaspan. Lam the legislative representative of the 
National Association of Postal Supervisors, comprised of more than 
24,000 postal supervisors in the postal field service. 

Our association strongly supports legislation to provide health 
insurance to Federal employees who have, or will have, retired prior 
to July of this year. When legislation was enacted granting health 
insurance to employees on the active rolls, the employees already 
retired were given an implied promise that they would be given im- 
mediate consideration in separate legislation. They had originally 
been included in the bills considered at that time. 

This legislation would cover a group of dedicated and faithful 
employees who have given the best years of their lives to the Federal 
Government. Most of them were employed when the fringe benefits 
were much less than they now are. Many of them worked under 
conditions that were not conducive to good health. Their salaries 
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were less than present salaries. In many cases they were unable to 
afford treatment to keep them in good health. 

It is a well-known fact that, as we age, our need of medical and 
hospital service increases rapidly. Those already retired often re- 
ceive annuities that do not permit the annuitants to purchase health 
insurance policies as they need every cent for the necessities of life. 
Health and hospitalization policies, even when available are much too 
costly for this group of people. 

This is the type of legislation that would constantly decrease in 
cost. Even the original cost is very little when we consider how 
necessary it is for these former employees to have this necessary pro- 
tection. Every delay means that many of these people will be forced 
to try to find the money necessary for medical and hospital services. 
This is a continual source of worry to people with a limited income at 
a time when the cost of living continues to increase. 

We hope that the Committee on Post Office and Civil Service will 
take action immediately and that the effective date of this legislation 
will be the earliest possible date that the protection can be made 
effective. An effective date of July 1, 1961, will mean that many of 
our older citizens will suffer unnecessary hards ships. We hope that 
an earlier effective date can be arranged so that the protection can be 
given when it is needed most. 

We appreciate the opportunity of appearing before this committee 
to express the v iews of the National Association of Postal Supervisors. 

Thank you very much. 

Mr. Davis. The next witness is Mr. Roy North, legislative rep- 
resentative, National Association of Postmasters. 


STATEMENT OF ROY M. NORTH, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POSTMASTERS OF THE UNITED 
STATES 


Mr. Norrm. Mr. Chairman and members of the committee, my 
name is Roy M. North and I am legislative representative of the Na- 
tional Association of Postmasters of the United States. 

Our membership is composed of more than 33,000 apese isters, Or 

94 percent of the total number of postmasters of the Nation. We 
ts ake further pride in the fact that more than 90 percent of the post- 
masters in each of the four classes of offices are members of our asso- 
ciation. 

It is a pleasure to appear before you today in full support of the 
principles of S. 2575, “Retired Federal Employees Health Benefits 
Act of 1960.” and the more than 70 related bills introduced by our 
friends, your colleagues, in the House of Representatives. As fur- 
ther evidence of our interest, I have with me the manager of our 
health insurance program, Charles D. Hertzog. 

Also, please permit me to express the sincere regret of the presi- 
dent of our association, Hobart A. Wehking, postmaster, Cincinnati, 
Ohio; Charles E. Puskar, executive secretary-treasurer, postmaster, 
Imperial, Pa., and Lewis E. Moore, national legislative chairman. 
postmaster, Nashville, Tenn., in not being able to appear before you 
today, but they ask that I convey to you their fervent hope that an 
annuitant health insurance program will shortly be enacted into law. 
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S. 2575, now before you as passed by the Senate, will provide health 
benefits at a reasonable cost to more than 300,000 retirees, including 
thousands of former postmasters who have given many years of dedi- 
cated service to the Government. The related measures, in similar 
fashion, propose a health insurance program for these dedicated 
former employees who have retired or who retire prior to July 1960. 

We want to express our appreciation, Mr. Chairman, for your 
prompt action in announcing hearings on this much needed legisla- 
tion. This is yet another example of your favorable consideration of 
the needs of postal personnel which you have extended to us in the 
past. Likewise, we thank each member of your committee for their 
cooperation and support in the achievement of legislation which has 
meant much to the welfare of postmastters and postal personnel. 

The Federal Employees Health Benefits Act of 1959 has been en- 
acted into law and becomes effective at the beginning of the first pay 
period after July 1 of this year. This law, of course, takes care of 
active personnel and it is our opinion that health benefits for re- 
tired people should have gone hand-in-hand with the program for 
those now serving the Government. It is unfortunate that delay 
has ensued, causing much concern by postmasters and other postal 
personnel retiring prior to July 1960. Certainly, there can be no ob- 
jection now to an annuitants health program. 

S. 2575, provides a monthly contribution by the Government of 
$2.70 minimum to $3.80 maximum for the individual and $6.50 to 
$9.20 for the family plan. If the total subscription charge for the 
retired employee is twice the minimum, the Government will share 50 
percent of such charge. It is our understanding that H.R. 12495 in- 
troduced by Representative Lesinski and H.R. 12506 by Representative 
Broyhill on June 2 and 3, 1960, more aptly reflect the thinking of the 
administration as to a workable health plan for retired personnel. 
These two bills are identical and provide Government contribution 
of $3 to $4 for the individual and twice these amounts for the family 
plan. 

It is needless for us to attempt any detailed discussion of the ditfer- 
ent features and merits of S. 2575 and the two bills described. While 
somewhat different in the figures of contribution, either of the two 
plans, we believe, would be acceptable to retirees. Both proposed pro- 
grams carry hospital, surgical, and catastrophic coverage for Federal 
employees who are no longer on the payroll but who have given many 
years of dedicated service to the Government. 

We are sure that the Civil Service Commission can within a rea- 
sonable time prepare a program which will be acceptable to retired 
Federal personnel. The effective date should not be later than Janu- 
ary 1, 1961. 

The National Association of Postmasters strongly endorses health 
insurance benefits for retired personnel to become operative at the 
earliest possible date. 

Again, Mr. Chairman, and members of the committee, thanks for the 
opportunity of testifying today on this legislation. 

Mr. Davis. The next witness is Mr. Paul Nagle, president of the 
National Postal Transport Association. 

I might state at this point if these names I have called and who have 
not responded wish to file a statement as part of the record, that per- 
mission will be granted, without objection. 
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STATEMENT OF PAUL NAGLE, PRESIDENT, NATIONAL POSTAL 
TRANSPORT ASSOCIATION 


Mr. Nacir. I am Paul Nagle, president of the National Postal 
Transport Association, Mr. Chairman. Approximately one-quarter 
of our membership is comprised of people who would be eligible to 
benefit by S. 2575 or a similar bill if it were to be approved. 

Mr. Gross. How many did you say ¢ 

Mr. NaGue. Approxim: itely 25 percent of our membership. It is 
approximately 6,000, sir, retired people and who would be eligible 
to benefit by this legislation, if it were to be approved. 

Accordingly, sir, I do appear in favor of S. 2575 and I hope that in 
any modification which may be developed, it will be possible to in- 
sure that the benefits of S. 2575 as passed by the Senate will sub- 
stantially be retained. 

I would hope, for example, that the plans available to retirees will 
not. be overly restrictive in that they will have some choice. The 
previous witness said that there is no way of estimating the cost of 
the bill because we do not know how many retirees will elect to be 
covered. In our membership I feel that the ‘election to be covered will 
be almost unanimous and I say this because we now are covered 
by a variety of plans which will almost entirely be eliminated on 
July 1, when the health plan for the ac tive employ ees goes into effect. 

We have had a number of instances ar ising in various parts of the 
country where we have learned that these people will no longer be 
eligible to participate at rates they can afford to pay in Blue Cross, 
for example, or in other local hospital plans. 

The individual economic weight will be too great for the retirees 
to sustain and accordingly, I feel that the amendments which were 
made in S$. 2575 at the time it was presented to the Senate in setting 
the date back from July 1, 1960, to January 1961, and the modifica- 
tion on the selection of plans should be the extent of the changes 
which are to be made and I would recommend very strongly on our 
membership that S. 2575 be approved by this committee. 

Mr. Davis. Do you have any comment to make on the Lesinski bill ? 

Mr. Nacir. We are concerned, Mr. Chairman, that the Lesinski 
bill may make the choice of plans overly narrow and that the actual 
benefit to the retirees as a result might be overly restrictive. We be- 
live in short that one plan is not ex: actly desirable. 

Mr. Davis. Are there any questions? If not, thank you for your 
statement, Mr. Nagle. If you would like to supplement it with a 
written statement to be filed, without objection, you may have that 
permission. 

Mr. Nacir. Thank you very much, Mr. Chairman. Thank you for 
allowing me to appear this morning. 

Mr. Davis. Mr. Charles Larson, president, National Rural Letter 
Carriers’ Association. 


STATEMENT OF CHARLES R. LARSON, PRESIDENT, NATIONAL 
RURAL LETTER CARRIERS’ ASSOCIATION 


Mr. Larson. Mr. Chairman, the National Rural Letter Carriers’ 
Association wishes to endorse this legislation. We do believe that 
there should be a limitation on the number of approved plans. 
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We are pleased to appear before this subcommittee and express our 
wholehearted endorsement of legislation to provide Government par- 
ticipation in a health insurance program for retired employees and 
their dependents. The desirability and the evident need for this legis- 
lation is not open to question. Our annuitants find themselves caught 
in a struggle to meet the ever-increasing costs of the necessities of life 
on & comparatively low income. The cost of medical care is rising 
faster than any other component of the cost-of-living index. Accord- 
ing to the Labor Department’s index, a component of the cost-of- 
living index, such expenses were 135.3 percent of the 1947-49 average 
level at the beginning of 1957, and at the close of 1959 they had 
zoomed to 153.2 percent. Further advances have come during the 
present year and increasing costs approximating 4 to 5 percent per 
year are predicted for the future. 

Those who are retired and currently insured have found themselves, 
in most plans, hit with one round of premium increase after another. 
Many plans have increased premium rates 20 percent to 30 percent 
within the past year. These sharp increases have brought many 

roblems to our retirees. Continuing insurance coverage is Frouuent’ y 
impossible because of the cancellation provisions of many policies 
which result in denial of insurance proteciton following certain ill- 
nesses or due to attained age. Such persons of the older group cannot 
solve this difficult problem in that they are now considered uninsurable 
and cannot purchase protection against hospital and medical costs. 
This faithful group of former employees deserves treatment com- 
parable to that which has been provided regular employees in the 
Federal Health Benefits Act of 1959. 

Members of this subcommitter, and most Members of the House, are 
already quite familiar with the legislative proposal before you. For 
this reason, we will not belabor the issue by presenting long or detailed 
testimony. We trust the valuable information already on hand and 
the additional information which will be secured through these hear- 
ings may result in prompt and favorable action. 

We do recommend that the committee carefully consider provisions 
relative to the number of plans which may be eligible to participate 
in offering this protection to those already on the retirement rolls. 
This group of insureds will not grow in numbers and thus, in our 
opinion, maximum possible stability of the program dictates that 
the number of groups participating be limited. We also believe that 
limiting the number of eligible plans will permit a better administra- 
tive handling of the program by the Civil Service Commission. 

We would also recommend that the effective date be set no later 
than January 1, 1961. With the Bureau of Retirement and Insurance 
already organized and operating within the Civil Service Commission, 
and with the experience already gained in establishing the health pro- 
gram for regular employees, we do not believe that any problems rela- 
tive to installing a program for retireds are of such magnitude that 
further delay would be necessary or warranted. 

We urge this subcommittee to expedite action in order to assure 
that this important benefit for those on the retirement rolls may be- 
come a reality in this session of Congress. Mr. Chairman, we appre- 
ciate the opportunity of appearing before this subcommittee to express 
our views and give endorsement to this legislation. ; 
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Mr. Davis. Do you have any further comment to make with refer- 
ence to a preference as between the two bills, the Senate bill and the 
Lesinski bill? 

Mr. Larson. In our opinion the Lesinski bill probably would pro- 
vide the plan which would be most easily sad bei 

Mr. Davis. Are there any questions of Mr. Larson ¢ 

Mr. Scorr. While that might be the best plan, generally speaking, 
do you feel there should be a variety of choices? 

Mr. Larson. The legislation should provide an opportunity for the 
individual to make a selection if he so desires, or the selection that 
might be best suited to his particular case. 

Mr. Scorr. It would be hard to formulate one plan that would be 
satisfactory to all situations. 

Mr. Larson. The plan, as I understand it, would enable individuals 
to exercise their choice of plans. 

Mr. Davis. Are you referring to the Lesinski bill or the Senate 
bill, S. 2575? 

Mr. Larson. To the Senate bill. 

Mr. Davis. The Lesinski bill, as I understand it, narrows it down 
to one program. ‘The Senate bill provides a choice between the 38 
programs, 

Mr. Larson. I was mistaken in my statement, Mr. Chairman; we 
favor legislation which would enable the opportunity to exercise a 
choice of plans. 

Mr. Davis. Are there any further questions ¢ 

Mr. Scorr. No. 

Mr. Davis. Thank you very much, Mr. Larson. 

Mr. Bun Raley, legislative representative, National League of Post - 
masters. 


STATEMENT OF BUN RALEY, LEGISLATIVE REPRESENTATIVE, 
NATIONAL LEAGUE OF POSTMASTERS OF THE UNITED STATES 


Mr. Ratey. Mr. Chairman and members of the committee, my 
name is Bun Raley, former national president of the National Rural 
Letter Carriers’ Association and presently legislative representa- 
tive of the National League of Postmasters of the United States. I 
am appearing before the subcommittee in the absence of the national 
president, Mr. John Dudley, who is out of the city on convention 
assignments. 

I am testifying in behalf of the National League of Postmasters, 
the oldest postmasters organization in the United States. This or- 

anization has faithfully represented the postmasters of the United 
States and its possessions for the past 56 years. 

We are deeply grateful for the opportunity to appear before the 
committee to present our views on a health benefits insurance program 
for retired employees. Our organization feels this is a matter of 
vital importance and we appreciate the committee’s decision to hold 
hearings on this subject. 

The National League or Postmasters strongly supports a health 
benefits insurance program for retired employees. This legislation 
is designed to give persons who retired prior to the effective date 
of the Federal Employees Health Benefits Act of 1959 a somewhat 
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similar program on a comparable basis as will be enjoyed by em- 
ployees who retire in the future. The National League of Post- 
masters is convinced a workable health benefits insurance program 
should be provided for those faithful retired employees, many of 
whom find they are not eligible for health insurance sold by private 
insurance companies. 

A number of bills have been introduced on this subject to provide 
adequate health insurance for retired employees. Our organization 
feels this is legislation that the committee should study very care- 
fully and report out a bill that will take care of the needs of the retired 
employees and one in the good judgment of the committee that can 
be enacted into law. The National League of Postmasters feels that 
this committee is sympathetic with this legislation. We are therefore 
willing to leave the final decision to the committee on the provision of 
the bill to be reported that will take care of the needs of the retired 
employees. 

In conclusion, I wish to thank you, Mr. Chairman and members 
of the committee, for the opportunity of presenting our views on 
this vitally important legislation. We sincerely hope the committee 
will give the most earnest and sympathetic consideration to this 
legislation. 

Mr. Davis. Mr. Ross Messer, legislative representative, National 
Association of Post Office and General Services Maintenance Em- 
ployees. 


STATEMENT OF ROSS MESSER, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POST OFFICE AND GENERAL SERV- 
ICES MAINTENANCE EMPLOYEES 


Mr. Messer. Thank you, Mr. Chairman. I do not have a prepared 
statement. I would like to place our organization on record as en- 
dorsing S. 2575, as it is our belief that the establishment of one plan 
might make the insurance prohibitive to some of the retired employ- 
ees. We believe that they should have a choice. 

However, the choice of 38 plans is quite a wide variety but we think 
that the limit of one plan is entirely too tight. We think that they 
should have a little more choice than just one plan. 

Mr. Davis. The next witness is Mr. Everett G. Gibson, legislative 
director of the National Federation of Post Office Motor Vehicle Em- 
ployees. 


STATEMENT OF EVERETT G. GIBSON, LEGISLATIVE DIRECTOR, 
NATIONAL FEDERATION OF POST OFFICE MOTOR VEHICLE 
EMPLOYEES 


Mr. Gipson. Mr. Chairman and members of the committee, my 
name is Everett G, Gibson, I am the legislative director of the Na- 
tional Federation of Post Office Motor Vehicle Employees, with offices 
at 412 Fifth Street NW., Washington 1, D.C., an organization com- 
posed of employees who are employed in the motor vehicle service of 
the Post Office Department. We are sincerely grateful for this oppor- 
tunity to present our views on this important legislation now under 
consideration by this committee. 
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The National Federation of Post Office Motor Vehicle Employees 
endorses 8. 2575 and related bills, that would provide health bene- 
fits to all Federal employees who are now on retirement. It is our 
sincere opinion, that these retired employees are in dire need of this 
protection and we hope that this committee will see fit to report out 
S. 2575 at an early date, so that it can be enacted upon during this 
86th session of Congress. 

Many of our retired employees now carry some type of hospitali- 
zation protection, but due to the small amount of their retirement 
pension, find it rather difficult to continue these benefits. If this 
scence is enacted it will allow them protection when it is needed 
and help them maintain other needs from their small annuities. 

Mr. Chairman, on behalf of the organization which I have the honor 
of representing, I want to thank you for allowing me to testify before 
your committee and to present our views on this legislation and sup- 
port $.2575 and I am confident that this committee will report out a 
bill that will give the health benefits to the retired Federal employees. 
Thank you. 

Mr. Davis. Mr. E. C. Hallbeck, legislative director, National Fed- 
eration of Post Office Clerks. 


STATEMENT OF E. C. HALLBECK, LEGISLATIVE DIRECTOR, 
NATIONAL FEDERATION OF POST OFFICE CLERKS 


Mr. Hauzipeck. Mr. Chairman and members of the subcommittee, I 
am E. C. Hallbeck, legislative director of the National Federation of 
Post Office Clerks with offices at $17 14th Street NW., Washington, 
D.C., and I am appearing this morning in support of the bill S. 2575, 
as passed by the Senate. 

a a result of the enactment of the Federal Employees Health 
Benefits Act, it seems to me to be incumbent upon the Congress to 
enact further legislation providing similar benefits for former em- 
ployees now on the civil service retirement rolls. 

No one seriously disputes the need for such legislation. Every rea- 
son advanced for the enactment of legislation covering active em- 
ployees is equally valid in the case of former employees who are now 
annuitants. In fact, it seems to me that there may be an even greater 
obligation—so far as the Federal Government is concerned—to make 
some contribution toward a health benefits program for retired em- 
ployees because many of these people during the course of their ac- 
tive service were paid at a rate which precludes an annuity sufficient 
to allow them to purchase the kind of protection that they are so 
sorely in need of at this time. 

To my mind, the enactment of the legislation passed by the Senate 
and now before this subcommittee would be at best a delayed benefit 
that annuitants earned in the course of their employment. Those who 
will benefit by this legislation are for the most part in an age group 
that makes it virtually impossible for them to purchase this sort of 
protection from their own funds. Their annuities in most cases do 
little more than keep body and soul together and the cost of indi- 
vidual protection is beyond their reach. Because of the benefits of 
a group rate, and with the Government sharing the cost, they should 
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be able with enactment of the bill S. 2575 to secure a reasonably 
adequate coverage at a cost which they probably can afford to pay. 

The rate of hospitalization and illness is far greater among those 
past 65 years of age. In all too many instances illness for these peo- 
ple results either in a lack of adequate medical care, or, as is too often 
the case, they become a charge against the public welfare. Certainly 
the Federal Government has a moral and a social responsibility for ac- 
tion in this field. 

I think it is evident that the trend in industry is to extend this 
form of protection to former employees. Virtually all hospitalization 
and health programs in private industry now provide for a continua- 
tion of benefits after retirement or pension and this, of course, is also 
true with respect to the legislation for active employees that will be- 
come effective next month. However, many private employers have 
extended the benefits to retirees and there is certainly ample justifica- 
tion for similar action on the part of the Federal Government. 

While we believe that the bill in the form in which it passed the 
Senate is the most desirable, we do not rule out all other legislation 
on this subject as unworthy of consideration. Certainly there could 
be serious problems resulting from the multiple choice of carriers 
that is permitted under the Senate bill. Since the people involved are 
a “closed” group that can only diminish with the passage of time the 
problem of securing an adequate coverage should be considerably 
lessened if the legislation finally to be enacted provided only for one 
or at most two nationwide carriers. We realize also that the Bureau 
of Retirement and Insurance of the Civil Service Commission would 
have great difficulty putting any plan into effect by January 1 of next 
year. We believe, however, that arrangements could readily be made 
to place any program into effect in less than a year and suggest that 
if January 1, 1961, is found to be too early, July 1, 1961, might as 
readily be found to be too late. 

We believe that H.R. 12495 by Congressman Lesinski is an excellent 
vehicle for effecting a workable compromise that will be satisfactory 
both to the administration and the people most concerned. We ex- 
press to Congressman Lesinski our deep appreciation for his helpful 
action in introducing this measure and our sincere thanks to the 
chairman and the members of this subcommittee for the time and 
attention being given to this subject. 

I hope that this subcommittee will speedily approve some legisla- 
tion on this subject in order that the full committee can report the 
bill before adjournment. 

Thank you. 

Mr. Davis. The next witness is Mr. James K. Langan, operations 
director, Government Employee’s Council—AFL-CIO. 


STATEMENT BY JAMES K. LANGAN, OPERATIONS DIRECTOR, 
GOVERNMENT EMPLOYEES’ COUNCIL—AFL-CIO 


Mr. Lanean. Mr. Chairman and members of the subcommittee, 
the Government Employees’ Council—A FL-CIO, whose membership 
is comprised of all of the postal, classified, and blue-collar workers 


who are affiliated with an AFL-CIO union, have for years strongly 
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supported a program of providing employment benefits correspond- 
ing to benefits consistent with accepted practices in industry, and 
morale incentives, designed to provide good labor management rela- 
tions, and efforts for a high production of efficiency in their work. 

One of the latest measures that was inacted into law in line with 
the above policy, and accepted practices in industry, was the passage 
of Public Law 86-382 which provided that employees of the Govern- 
ment have an opportunity to participate in a contributory health plan. 
This was to provide against possibility of an employee becoming com- 
pletely demoralized through heavy financial responsibility caused by 
catastrophic or excessive medical requirements of the employee or 
his family. 

This concept of the employee and the employer sharing the burden 
of the cost of these severe illnesses is now widely accepted by the 
American people, and in the acceptance of this principle it is becom- 
ing increasingly apparent that attention must also be given to those 
who have rendered long and faithful service in their employment 
and who are now retired. S. 2575, and related bills, introduced in 
the 86th Congress seek to provide health benefits to those on the rolls 
under the authority of the Civil Service Retirement Act. In origi- 
nally providing health benefits there was a considerable amount of 
complexities and diffeulties which had to be overcome, but it must 
be said to the credit of the legislative body, civil service officials, 
underwriters, and the employees they were finally able to resolve all 
differences by providing a program, effective July 1, 1960, that will 
assume the burden for the active Government employee, and this pro- 
tection will continue after the employee has retired. 

It is, therefore, incumbent on us at this time to provide a health pro- 
gram for those who are already on the retired rolls as a matter of duty 
toward those who have given long and faithful service to their Gov- 
ernment, and in line with the programs that have existed and are 
increasing in private industry to expand employee benefits. 

It might be argued that some difficulty will be encountered in 
getting a carrier to assume the guarantees, or that the provisions of 
S. 2575 willapply to a constantly reducing force. It may also be con- 
tended that there is a higher cost of liability for the elder people than 
there would be for the lower average age of the active employee. 
There is insufficient experience as yet to come up with definite actuarial 
figures. Certainly I do not believe that the cost of health insurance 
for the elderly man and wife. as a group, would be greater than the 
younger man with a wife and four children. In working out a pro- 
gram to implement legislation of this kind the Civil Service Commis- 
sion should be able to set up a satisfactory program, to both the Gov- 
ernment and the employee, with fewer problems than they experienced 
in the original setup of the active employee. Many of the hurdles and 
obstacles inherent have already been conquered. 

Therefore, we recommend the approval of S. 2575 and hope that it 
will be approved by this subcommittee, passed by the House, and 
signed into law. providing for a much needed Government program. 

Mr. Davis. The next witness is Mr. Joseph F. Thomas. 
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STATEMENT OF JOSEPH F. THOMAS, PRESIDENT, UNITED 
NATIONAL ASSOCIATION OF POST OFFICE CRAFTSMEN 


Mr. Tuomas. Mr. Chairman and members of the committee, m 
name is Joseph F. Thomas and I am president of the United National 
Association of Post Office Craftsmen, with offices in the Colorado 
Building, Washington, D.C. 

I appear before you today to endorse S. 2575 and to urge you to act 
on that worthwhile bill just as soon as possible, 

As you know, a health bill for Federal employees will go into effect. 
in July of 1960. This law will provide good hospital coverage for 
employees, with the Federal Government paying a portion of the cost. 
This is a worthwhile benefit and employees are entitled to it. 

Surely, however, retired employees need such help, even more than 
those presently employed. Retired employees have less income, they 
are in greater need of medical aid and they are less able to purchase 
adequate hospitalization than active employees. 

T believe that a very good case has been made for hospitalization for 
all. Task then that you consider this matter fully and act as promptly 
as possible on a health benefits plan for the loyal and needy Federal 
annuitants of this country. 

I thank for for allowing me to appear before you today. 

Mr. Davis. The next witness is Mr. John G. Brady. 


STATEMENT OF JOHN G. BRADY, CHAIRMAN OF THE COMMITTEE 
ON LEGISLATION, NATIONAL ASSOCIATION OF INTERNAL REVE- 
NUE EMPLOYEES 


Mr. Brapy. Mr. Chairman and members of the committee, I am 
John G. Brady, chairman of the committee on legislation. Our office 
is located at 711 14th Street NW., Washington, D.C. Our association 
of over 23,000 members strongly urges and recommends the enact- 
ment of a fair and equitable bill that would provide medical and hos- 
pital insurance for retired Federal employees. 

The Senate has approved S. 2575. 

Hospital, medical, and physicians’ expenses are increasing rapidly. 
Our retired Federal employees are not financially able to carry any 
health insurance or if they do, it is grossly inadequate. Consequently, 
when illness strikes they are mired deep in the throes of economic 
bankruptcy. The Federal Government has a responsibility to attend 
to the welfare of its retired employees. We must protect them and 
their families. 

It is true that the cost of covering this older age group might well 
run several times the cost of covering active employees, but one would 
be callous, indeed, to overlook the health needs of retired career Gov- 
ernment employees. I do hope this committee will do everything 
within its power to make certain that coverage is provided for them. 

We the members of the National Association of Internal Revenue 
Employees earnestly beg your support in the humanitarian cause. 

I appreciate the opportunity to present this statement and thank 
the Chairman for his many courtesies. 
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Mr. Davis. This subcommittee session will be recessed until 10 a.m, 
Monday. At that time it is very probable that committee members 
would like to question in some detail representatives of these various 
retiree organizations and employee organizations about the detail of 
these plans. We would like to ask you to come back, if it is possible, 
on Monday morning at 10 o’clock and until that time, the subecommit- 
tee stands In recess. 

(Whereupon, at 11 a.m., the subcommittee recessed, to reconvene 


a at 10 a.m., Monday, June 20, 1960.) 


HEALTH BENEFITS PROGRAM FOR CERTAIN RETIRED 
GOVERNMENT EMPLOYEES 


MONDAY, JUNE 20, 1960 


or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON 
Posr Orrice AND CiviL SERVICE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m. in room 215, 
House Office Building, Hon. James C. Davis (chairman of the sub- 
committee) presiding. 

Mr. Davis. The subcommittee will come to order, please. 

This is a continuation of the hearings on pending legislation for 
retirees’ health benefits. 

We had completed some of the hearing last week, and some of the 
witnesses have filed statements which have been made a part of the 
record. I understand Mr. Jerome Keating is here this morning and 
would like to be heard. 


STATEMENT OF JEROME KEATING, VICE PRESIDENT, NATIONAL 
ASSOCIATION OF LETTER CARRIERS 


Mr. Kearine. Mr. Chairman, I want to congratulate you and the 
members of the committee for holding these important hearings, and 
I sincerely hope we shall be able to get a bill out so legislation will be 
enacted before Congress adjourns. nee: 

There is a very real and serious need for this legislation. The 
retirees have a much greater incidence of illness. I shall not belabor 
that fact, which I think everyone knows. Health benefits are nec- 
essary for active employees; I think they are even more necessary for 
retired employees. 

The Senate bill in some respects is a very fine bill. H.R. 12495, 
which has been introduced in the House, is better in one respect than 
the Senate bill in that it increases the amount of the contribution 
of the Government. I think it very important that the Government 
make a good contribution to the health benefits, because health benefits 
for retirees are extremely costly. 

We have a limited group of people, all of advanced age. There 
will be no recruitment to the group at an earlier age. The purchase 
of proper health benefits will be quite expensive to the individual. 

So the Government participation is most important, and I am 
pleased that H.R. 12495 increases slightly the contribution made by 
the Government. 
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However, there are a couple of things in H.R. 12495 which we do 
not like very well. No. 1, by limiting the health benefits to one govern- 
mentwide insurer 

Mr. Gross. Will you please refer to the page of the bill which deals 
with that subject ? 

Mr. Keatina. This is rather general. I am referring to the under- 
writer. Under the proposed House bill there is only one underwriter 
to furnish the insurance unless the individuals have insurance, in 
which case they can continue their insurance. That is provided for 
on page 4 of the Lesinski bill. They can then continue their insurance 
under the hospital plan they have at the present time. In the Senate 
bill, all of the underwriters which have been approved in the active 
employees health benefit plan are approved for health benefits for 
the retirees. Others can be approved by action of the Civil Service 
Commission. 

The point I am getting at is simply this: Under the provisions of 
the Senate bill, the people who furnish the health benefits and the 
plans that they furnish are scrutinized by the Commission; but in 
addition to that, where more than one carrier is furnishing plans, there 
is a competitive factor involved which makes for better plans. We 
found that out in the active employee program. Some 40 companies 
furnish health benefits. In every single instance the plan and pro- 
gram originally presented was improved by reason of the fact that 
the Civil Service Commission was in a position to insist on a better 
program. 

Mr. Davis. Under the one underwriter scheme, the Government is 
not confined to dealing with just one company or negotiating with just 
one company. It can deal with half a dozen at the same time and 
select the one offering the best contract. 

Mr. Keatine. You mean under the Senate program ? 

Mr. Davis. No; the House program. 

Mr. Keatinc. In the House program, yes, but there is only one plan. 

Mr. Davis. They do not have to say “Yes” or “No” to the proposition 
of just one company. They can deal with several if they wish to. 

Mr. Keatine. They can deal with several, but only one is selected. 

Mr. Davis. That is where the competition comes in, is it not, when 
they are dealing with three or four preliminary to determining which 
one they will accept ? 2 

Mr. Kratrnc. The competition went further in the active employees 
program. 

Mr. Davis. Go into that further. The impression I had was that 
they could deal with any number before they finally decided. 

Mr. Keatrne. The i insurance industry worked together and Aetna 
was selected as the carrier. Of course, all the other companies are in 
on that business, too. Then Blue Cross was selected. That is where 
the competition was, together with these other various programs which 
were approved. 

Mr. Davis. Was there any competition between Aetna and the other 
companies to put up the best plan ? 

Mr. Keartnc. Yes; I presume there was a little competition, but 
I think that was limited. Even after Aetna was selected and after 
the Blue Cross was selected on the basis of general description, when 
they got into the specific details of the plan, then the plans were im- 
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proved by reason of the fact that the Civil Service Commission was 
able to insist on certain improvements. Blue Cross would give in and 
Aetna would give in, and the other companies all down the line. From 
the first draft that was presented, after they had been approved, mind 
you, every single plan was Ape by virtue of further negotiation 
with the Commission. I think the competitive factor was the reason 
that made it possible to get those improvements. 

Mr. Gross. That is the reason the committee insisted on that. 

Mr. Keatina. That is the reason the committee insisted on it. 

Mr. Davis. Counsel wishes to make an observation here. 

Mr. Cuartes FE. Jounson (counsel). Thank you, Mr. Chairman. 

Mr. Keating, this matter of competition is one of the key issues in 
both the active employees program and the retirees program. From 
the legal standpoint and from the business standpoint, is it not true 
that a large part of the value of true competition was lost in the active 
employees program because every one of these various types of carriers 
knew that it was going to get a share of the business ? 

Mr. Keatine. That is right. 

Mr. Jounson. In the governmentwide indemnity program there was 
competition only among the indemnity carriers. They were not in 
direct competition with Blue Cross or with Group Health or with 
Permanente or with your program. They competed only with in- 
demnity carriers and they knew that the indemnity carriers were going 
to get some business because the law says there must be an indemnity 
program. 

Mr. Keatina. That is right. 

Mr. Jounson. Is it not also true that the service carrier was only in 
competition with service carriers because they knew the law said, “You 
will get a program. You will get a contract.” So we were left en- 
tirely to the ability of the Civil Service Commission to negotiate. 

In comparison to that 

Mr. Keatine. If I may interrupt you for just a minute, in the case 
of the service plans there is no competition, because there is only one 
nationwide service program. 

Mr. Jounson. Thank you for supporting my proposition. When 
people know they are going to get business, this removes the strongest 
factor in competition and weakens the case of the employees and the 
Government. 

In sharp contrast, you have a true, open-competition situation in the 
Lesinski bill. There will be a single contract. Only one carrier 
is going to get this business. So the service carriers, the indemnity 
carriers, and any other nationwide organization—there are several— 
will be in direct competition with each other. I feel, and I think it 
true, that the Civil Service Commission will start off with a bigger 
stick written into the law to force a free market. Each carrier will 
have to submit its best bid. Then on top of that, the Commission will 
still have the same ability to negotiate with these companies that it has 
under the active employees program. 

This is where you have your true competition and the best value 
from competition to keep prices down. It is far superior to the 
situation in the active employees program. 

Mr. Keartna. After they accept that one company, then of course 
there is no competition left. That is it. 
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Mr. Jounson. Is not the same true when you accept the carrier's 
plan under the active employees program ‘ 

Mr. Keatinc. No. There is still competition for business with each 
other. In order to get the business, they have to improve their pro- 
gram. In this program, after you select a carrier, then the competition 
is out. 

Mr. Jonunson. I do not quite agree with that, Mr. Keating, because 
each one of these retirees may also elect to retain his own existing pro- 
gram or to obtain another one. 

Mr. Keating. That is where the weakness comes in, retaining his 
own. The plans which are offered even by fairly substantial com- 
panies to people of advanced age, after 65 or after 60, are most un- 
attractive. I would like to have been able to bring some of them 
in here and show you how limited the benefits are and how expensive 
they are, how totally inadequate they are in protecting the retirees. 
In that field we are a little bit concerned, because in the active 
program—— 

Mr. Davis. To what plan are you referring in the statement you 
just made ¢ 

Mr. Keattne. Many of these people who specialize in health benefits 
or hospitalization benefits for older people 

Mr. Davis. Are you talking about plans they sell on a private 
basis? 

Mr. Kearine. That they sell commercially, yes: that is right. That 
is what they will be buying here. 

Under the active employees health benefit plan, Mr. Chairman, the 
companies have to be approved by the Commission, but under this pro- 
gram they do not have to be approved. So some company writing 
down in Central America could sell insurance here. There is no 
requirement that they even have to be licensed. 

Mr. Gross. Under the Lesinski bill or both bills? 

Mr. Keatine. Under the Lesinski bill. 

Mr. Davis. Are you referring to where the retiree retains the con- 
tract he has or gets another one outside of the one which is accepted 
by the Commission / 

Mr. Keratine. That is correct, Mr. Chairman. Much of the so- 

salled casualty insurance is rather a hazardous business, and this is 
true of health benefits. You have two types of contracts. You have 
a limited-term contract or you have an open end contract. With the 
Commission in the other program or with the contract they would 
make here, they would have a definite term contract. Many of these 
health benefit programs are written on an open-end basis, and they 
can stop your premium at any time and drop you. That is the way 
some of them operate. If you stay in good health, they keep your 
health benefits in effect. But ‘if you have an illness which costs them 
a little money, they drop you. All they have to do is serve notice that 
they are dropping you, and you are dropped. 

Mr. Davis. Those are the private contracts. 

Mr. Keating. That is correct. But many of our people will be 
continuing that kind of program or even buying them. Those people 
get busy w vhen they have a Government program. 

Mr. Davis. If the Lesinski bill should be adopted, do you contem- 
plate the contract under that would also be one they could drop at 
will? 
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Mr. Kearine. Not the Government program, but these other pro- 
grams which they can participate in. Some of them can drop them 
at will. Some of them have a 1-year contract and some have what is 
termed an open-end contract. 

Mr. Gross. If the Civil Service Commission is brought into this 
thing as the approving agent, then I cannot see that the Civil Service 
Commission would permit that sort of thing. 

Mr. Keating. I do not think they require the approval of the Civil 
Service Commission. Here is where the danger lies. The individual 
can keep any contract he has at the present time or he can go out and 
buy a new contract privately. Under the provisions of this bill he 
would be allowed a little additional money to pay the Government's 
share of that. He would get that in his check, you see. But there is 
no screening of the companies. He can go to any company and get 
any kind of contract. I think there should be some protection in this 
program, both for the Government money which is being spent, and 
for what the individual himself is spending. 

Mr. Jounson. There is a complete answer to that in the bill. We 
have an agreement and commitment from the Civil Service Commis- 
sion, in the first place, that in the eventuality you point out, Mr. 
Keating, the Commission’s regulations will provide for admission of 
any such retiree to the Commission-sponsored program if his prior 
contract is terminated. This has to be done for their protection. 

There is a further factor. While the possibility is recognized that. 
fly-by-night companies might write some of this individual coverage 
for retirees who might not be too well advised, the danger in fore- 
closing that right to buy or retain another contract would be greater, 
because there are many very valuable programs in various parts of 
the country which will admit retirees and which would be most 
beneficial. There are groups in certain areas—for example, the 
Permanente organization in California—which will cover these people, 
and it would be much to their advantage to have that Permanente 
contract if the clinical and medical facilities are suitable to them. 

With this added protection, that the Commission will admit them 
to the Government-sponsored program if their other contractor throws 
them out, I think there is complete protection here. 

This is one other factor which has not been pointed out before. Mr. 
Lesinski in preparing his bill did consider the possibility that retirees 
might buy undesirable contracts or deal with fly-by-nights, but with 
the Commission’s agreement in their regulations to protect them so 
that they can come under the Government program if they lose their 
other insurance, I fail to see how they can be hurt. 

Mr. Davis. Is Permanente a nationwide program ? 

Mr. Jounson. No, sir; it is not. It could not qualify for the Com- 
mission’s program, but in California and Hawaii and one or two other 
places they have excellent facilities. With the provisions in the Lesin- 
ski bill permitting a retiree either to retain that program which he 
already has or to obtain it on an individual contract basis with the 
Government contributing part of the cost, every retiree has a chance 
to get what is best for him. If he makes a bad deal, if he is cheated 
and loses his coverage because of advanced age and illness, he can still 
come under the Commission’s program. 
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Mr. Keartne. Of course, that is like locking the barn door after the 
horse is stolen. He already has been taken for a ride before he can 
get it adjusted. 

Mr. Jounson. But where there are two equities, the superior equity 
has to prevail. It would be throwing out the baby with the bath water 
to foreclose the right to buy a separate contract and keep the retirees 
from making good contracts because a few might be ill advised and 
buy a bad contract. 

Mr. Keatine. We do not advocate that. Actually, many plans 
operate so the fellow would not be dropped but they charge high 
premiums and have very limited benefits. I have read some of those 
contracts. 

For example, they limit the total miscellaneous benefit payments to 
$100. They allow the man maybe 12 days’ hospital benefits at $12 or 
$14 a day, but then when it comes to miscellaneous benefits—and mis- 
cellaneous benefits can run $200 very easily today, especially on first 
admission—he is limited to a total of $200. That individual pays a 
pretty high premium for a very poor benefit contract. 

Mr. Davis. What will they likely get under this one contract with 
~ Government in thé way of miscellaneous benefits and the number 
of days? 

M ‘4 Keatina. I do not know exactly what they will get. 

Mr. Davis. They will all be based on the premiums paid, will they 
not ? 

Mr. Keratrnc. We are not worried about the Government contract. 
We are worried about the others. I believe the Commission 

Mr. Davis. In order to get a thorough understanding of the entire 
picture, if there is any way to estimate what these benefits will be, 
there will not be any magic in any of it. It will all be a return for 
the money invested. 

Mr. Keatine. You get so much for so many dollars; that is right. 

Mr. Davis. Would there be any particular advantage in the Gov- 
ernment contract over and above these private contracts ¢ 

Mr. Keatine. The Government contract would probably be better 
than most of the private contracts. The individual who buys by him- 
self 

Mr. Davis. Could you make a guess as to how much better? For 
instance, where the private contract gives $100 miscellaneous bene- 
fits, would the Government go as high as $200, or where the private 
contract gives 12 days, would the Government give 24 days? 

Mr. Keartine. I think the Government contract would provide mis- 
cellaneous benefits, as they usually do, of 20 times the daily benefit, 
which is considerably more than many of these private plans which 
I have seen provide. Some of the private plans might have been bene- 
fits than the Government. But the thing which disturbs me is that 
it seems to me there ought to be some way of screening the companies 
before the Commission approves them. I think this general, blanket 
approval of everybody who writes health benefits is not good. In 
effect, that is what this is doing. 

Mr. Davis. I guess you considered that, did you not, Mr. Johnson, 
in your preliminary discussions? What was the objection to that? 

Mr. Jonnson. The Civil Service Commission could not by any 
stretch of the imagination police all of the carriers or writers of 
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health benefit coverage, and it is unwilling to undertake the obligation 
of continuing 38 or 40 separate carriers as a Commission-sponsored 
program. Iam confident that to bring those 38 or 40 carriers in and 
to require the Commission to ride herd on them for the rest of the 
time under this program would sound the death knell to this legisla- 
tion. It is just too costly and they do not have the force to do it. 

Also, it was felt that the protection in this case was so complete 
that to hold up the compromise agreement in order to protect the 
comparatively few individuals who would be so ill-advised as to buy 
a bad contract on the side would, in effect, be blocking the whole 
program for a few people. Requiring the Civil Service Commission 
to check with each 1 of 415,000 annuitants to make sure that he or 
she bought a good contract would create an administrative monstros- 
ity. 

“Mr. Keatine. I know some of the most unscrupulous companies 
with the least benefits will become very active when this program is 
announced. Our retired people without proper advice or proper 
information—it is a rather complicated subject—will be the victims 
of some very poor contracts under this program. Perhaps there is no 
way to correct it. I certainly think we ought to see if we could not 
find some way of protecting the people from some of these promoters. 

Mr. Gross. Mr. Keating, there is a record of all retired employees 
in the Federal Government, is there not ? 

Mr. Keatine. That is right. 

Mr. Gross. Could these people not be put on notice of certain plans 
which are being prepared for them? Who has that record? The 
Civil Service Commission ? 

Mr. Kratine. The Commission would have. It seems to me that 
the least that should be done is a provision to require that the com- 
panies, before they are approved for payment, be licensed under 1 
of the 50 different States. That is the least you could do. Certainly 
some protection is involved in that. 

Mr. Davis. Is there any objection to that ? 

Mr. Jonnson. I think that would be entirely satisfactory. Mr. 
Lawton is here from the Commission. Would you care to ask him 
his feeling on that ? 

Mr. Davis. Yes. 

Mr. Lawton, would you care to make a statement on that? We 
would certainly be glad to have it. 


STATEMENT OF DAVID F. LAWTON, DEPUTY DIRECTOR, BUREAU 
OF RETIREMENT AND INSURANCE, CIVIL SERVICE COMMISSION 


Mr. Lawton. Mr. Chairman and members of the committee, I think 
that furnishing this added protection would be a very good move. 
As far as the commercial companies who will be coming under this 
is concerned, this should be done. There should be a requirement that 
they be licensed in one of the 50 States or the District of Columbia. 
This would furnish good protection, I think, because every one of these 
companies would then be under the supervision of the State surance 
commissioner. 

Mr. Gross. There is no international company selling this type of 
insurance, is there ? 
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Mr. Lawton. There very well may be some Canadian companies, sir, 
I am not familiar with any except in Canada which sell insurance in 
the United States. 

Mr. Kearine. If they are a really responsible company from Cana- 
da and sell insurance, they are likely to be licensed. 

Mr. Lawron. That is very true. 

Mr. Keatine. The outfit you have to worry about is the one which 
climbs under the tent. 

Mr. Lawton. Which cannot get a license anywhere: that is correct. 

Mr. Davis. You would not think, then, there would be any State 
whose insurance department would issue a license to a company which 
really was not entitled to it / 

Mr. Lawton. I should not think so, sir. 

Mr. Cunnincuam. Mr. Chairman, I can just visualize that will be 
a boobytrap for the retired Government employee who continues his 
health insurance with a private company and receives an increase in 
his check to allow him to continue that insurance with a private com- 
pany of his choice. There are a lot of unscrupulous people who would 
come out with an ad that such-and-such insurance company is ap- 
proved by the Federal Government. There are all kinds of gimmicks 
like that. I think we ought to have one plan. It would make it so 
much easier for the retirees to make up their minds. Even our active 
people have written to me, and quite a few of them complain that they 
are confused which plan they should take, why did they not have a 
sample policy, and so forth. Of course, that is hard for me to under- 
stand. It was perfectly clear to me. Here are people who are active 
in the Government, whose minds perhaps are more active, and they are 
griping because they cannot quite understand what we have done for 
them as far as the active people are concerned. Think of all the com- 
plications we shall have with the retirees and their trying to make up 
their minds. Every sharpshooter in the world will be out trying to 
sell them their insurance, saying that “The Government has approved 
us and will pay a certain amount of the premium.” That is likely to 
give that company some dignity which it ought not to have or other- 
wise would not have. 

The whole point of this is, T should think, it would be much simpler 
if we had one plan and did not recognize individual plans which are 


already in existence. We are trying to provide something for former 


Federal employees who cannot provide it for themselves, If they al- 
ready have it, why should we come along and supplement the pay- 
ments? I think if we had one plan and that was it, we would find it 
far more workable. 

Mr. Davis. Will you yield for a statement by Mr. Johnson on that ? 

Mr. Jonnson. Mr. Cunningham, one of the bases of the provision 
to retain or obtain other plans is to permit retirees who, for example, 
might be members of the plan of the National Association of Letter 
Carriers or the National Federation of Post Office Clerks 


Mr. Cunntneuam. Of course, they are good companies. 

Mr. Jonnson. This is the plan I think Mr. Keating has suggested. 
In addition to that, you could tie in to this bill the very good sugges- 
tion that any other carrier must be one approved by the insurance de- 
partments of the 50 States or the District of Columbia, This would 
require additional language to make sure it does not exclude the em- 
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ployee group plans which are already approved under the active pro- 
gram. "The i insurance commissioners ride pretty close watch on all of 
these companies, If they are approved by the State licensing com- 
missions there is little likelihood of danger to the retirees. 

Mr. CunntNGuAM. I will have to disagree with you, because I have 
had some dealings with them and the laws of some States are not 
strict. In some States a fly-by-night operator easily could get a 
license. I am thinking of the fact that I know there will be some 
people in this business who will go out to the retirees and pressure 
them. ‘They may have 3 or 4 different people calling on them, and 
they will be so mixed up they will not know whether they are coming 
or going. 

All I want to do is to have a workable plan, and I can see great con- 
fusion confronting the retiree if the Government has a plan and then 
almost every other carrier in the country has a plan and starts cam- 
paigns on these retirees to sign them up in these private plans. 

Mr. Davis. How many of these retirees are there at present ? 

Mr. Lawron. There are 415,000, sir. 

Mr. Keating. Of course, that includes survivor annuitants. 

Mr. Lawron. Who would also be eligible ? 

Mr. Gross. May I ask Mr. Lawton his reaction to the one plan or 
multiple plans. 

Mr. Lawton. Yes, sir. I shall be glad to speak on that point. 

There is no question, I think, that it would be simpler for the an- 
nuitant and simpler for the Civil Service Commission in its adminis- 
tration of the program if there were just one Government-wide plan. 
But thinking of the interest of the individual annuitant, I believe 
most of those who are now in or are able to get into local plans, local 
Islue Cross-Blue Shield plans, local plans like Permanente, or Group 
Health here in town or HIP in New York City, would be far better 
off than they would be under the necessarily rather meager benefits 

Mr. Davis. W hy would they be better off ? 

Mr. Lawron. Because the rate to them and the scale of benefits to 
them would be based on the community rating concept where the 
whole community pays one rate and the annuitant gets the advantage 
of that rather than paying his full freight. 

Mr. Davis. Under that. proposition, has the retiree been required to 
undergo physical examination or does he come in with the group? 

Mr. Lawron. Many of them are now in plans which they have been 
in for a number of years. To them, this is no problem. In many 
other parts of the country they have annual or once every 18 months 
openings so anybody in the community can come in without physical 
examination. I would hate to see the advantage of that kind of 
coverage removed from this bill. 

Mr. Krarinc. There is one other advantage, Mr. Davis. The man 
who has a program that he took up about 15 years ago, you see, went 
in it when he was younger and has certain established benefits which 
he has maintained over the years in that program. The benefits that 
you get entering a new program are not likely to be as good. 

Mr. Lawton. This Government-wide program, if it is set up, will 
not be very rich as far as benefits are concerned, because this is, of 
course, a closed group. The rates will be based on the experience of 
that group. As “the group gets older and makes more and more use 
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of medical and hospital facilities, the cost of carrying that group will 
mount continually. Either the costs must mount or the benefits must 
come still further down, perhaps both. 

Mr. Gross. Both you gentlemen would suggest a multiplicity of 
plans rather than one Government plan ? 

Mr. Keating. I think you have to have that. 

Mr. Lawton. I think Mr. Keating’s and my only difference, if we 
have a difference, is probably on the question of whether the Com- 
mission should be required to approve the plan of—this could be as 
many as 700 or 800 or 900 different carriers. 

Mr. Davis. He has stated now that he thinks his objection would 
be taken care of by the provision that the policy should be issued only 
by someone who had been approved by at least one State insurance 
department. 

Mr. Keatrne. That would improve the situation considerably. 
There would still be some who have rather meager programs. I am 
a little bit more concerned about the people who are now retired who 
will take up plans in the future, than those who have them already, 
because some of those brochures are very elaborate but when you read 
the plan there is not much protection for the individual. Hospitaliza- 
tion costs for older people are just impossible. I do not know how 
some of these people pay their hospital bills. The costs are just tre- 
mendous. If they have a program with very limited benefits, it pays 
only a very small percentage of the actual costs. 

Mr. Davis. There will never be any new additions to this figure of 
415,000. It will be a constantly dwindling group. 

Mr. Lawron. That is correct. 

Mr. Davis. As it dwindles, the costs are going to increase. 

Mr. Lawton. They are bound to. 

Mr. Keatine. There is one other point I know the Commission will 
not agree with us on, and that is the effective date of July 1, 1961. I 
think it should be made effective before that time. I think the pro- 
gram ought to be put into effect in January. I have never seen an 
agency do as fine or as good a job as the Commission did on the health 
benefits program. That was a tremendous undertaking. 

Mr. Davis. They certainly did a splendid job on it. 

What is your principal objection, Mr. Lawton, to beginning it on 
January 1? 

Mr. Lawton. We would need to get in touch by mail with all of 
these over 400,000 annuitants and survivor annuitants 2 or 3 months 
in advance of the effective date and furnish them with the informa- 
tion that this kind of benefit is now available, what kind of choice they 
have, allow them time to make a selection, and get all the machinery 
in motion, which would mean that probably by October 1 at the latest 
we would have really to be ready to go. There just is not enough time. 
Mr. Keating and I have found that out in connection with the active 
employees program. We know what kind of time it takes. 

Mr. Kratinc. That is a longer program. I think July 1 is pretty 
far in the future. . 

Mr. Davis. Have you any suggestions as to how it could be done? 
You heard what Mr. Lawton says about it. 
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Mr. Lawton. May I just say one more thing. In connection with 
the active employees program, we have had the excellent cooperation 
of all of the employing agencies in connection with informing em- 
ployees, answering their questions, doing the mechanics of getting 
them registered, and so on. In this program we would not be able 
to call on agencies for that kind of help, because once an employee 
is retired, he severs his connection with the agency. All of this would 
have to be done by the Civil Service Commission by correspondence. 
That would be an even more time-consuming task. 

Mr. Gross. Of course, I realize the finance or fiscal situation. 
Would March 1 be a good compromise ¢ 

Mr. Lawron. Splitting the difference is always one way of com- 
promising, 

Mr. Gross. Would it pose difficulties from the fiscal standpoint ? 

Mr. Lawton. I am afraid it would, because that would mean that 
Government moneys for fiscal year 1961 would be required, whereas 
with a July 1, 1961, effective date, the money would come out of the 
following fiscal year. 

Mr. Krarina. There is one factor which I think should be taken 
into consideration. When the Commission undertook the active em- 
ployees program, only a few people over there knew much about hos- 
pitalization. Mr. Lawton did, because he had been working in the 
program legislatively. There are probably just a very limited num- 
ber. They had to train many people in the concepts of health bene- 
fits. It was a tremendous program. These people had to learn all 
that before things could get underway. 

By virtue of the active employees program, they have acquired 
much experience. That very substantial training which was neces- 
sary will not be necessary with this program. 

I think it could go into effect earlier. I think the March 1 date is 
a good suggestion. While it is true it will take some money, 4 months 
out of the same fiscal year, it seems to me outweighing the fiscal prob- 
lem is the fact that these people need the benefits so much, many of 
whom will be sick and die in that 4-month period. I think we 
should give a little greater weight to the needs of those people than 
we do to the fact that it interferes slightly with the fiscal program. 

Mr. Davis. Of course, as the occasion arises, things of this nature 
sometimes are provided for in supplemental appropriation bills. 

Mr. Kerattnea. That is correct. 

Mr. Davis. Do you see any reason why that could not be done in 
this case if the March 1 date should be fixed ? 

Mr. Kratine. No, I do not. 

Mr. Davis. Do you, Mr. Lawton ? 

Mr. Lawton. Sir, I am not competent to comment on fiscal matters. 

Mr. Davis. What I meant to ask you was this: Does any objection 
occur to you why that would not be feasible if that date were fixed ? 

Mr. Lawton. When Mr. Gross mentioned the effective date of March 
1, I was not thinking very fast. That would be only 2 months later 
than January 1, really, and I do not think the additional 2 months 
would be enough time for us to get geared up. I honestly do not. 

Mr. Davis. Would April 1 help it any? 

Mr. Lawton. I think it would, sir, by another 30 days. 

Mr. Broyuttn. How about June 30? 
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Mr. Lawton. If this legislation were to be enacted, we would very 
much prefer to have it effective July 1. 

Mr. Broyuit. Mr. Keating, how many members of your association 
are retired / 

Mr. Keating. We have about 15,000. 

Mr. Broynity, The thing that intrigues me a little bit here is that 
the National Association of Retired Civil Employees has 100,000 
members and, as I understand, they are supporting the Lesinski bill 
as a compromise. They said this was an acceptable compromise they 
could live with. I wonder why there is such a big ditference bet ween 
you and your group and Mr. Wilson's group. 

Mr. Kearine. I think there is probably not a big difference. IT do 
not think Mr. Wilson would disagree with anything I said this morn- 
ing. If you put an earlier date in here and put that further protee- 
tion for the retirees, I think it would satisy us and I think it would 
please him greatly. I think he would support both of those sugges- 
tions. Isn’t that true / 

Mr. Witson. That is true. 

Mr. Keating. He agrees with that. 

Mr. Broynityi. 1 would not question that. I know the support of 
the Lesinski bill was a compromise on his part, but the reason for the 
compromise, as I understood, is in hopes of possibly getting some legis- 
lation through. I think the July 1 deadline was one of the mia jor 
points of compromise due to the time it would take the Civil Service 
Commission to put it in effect, as well as the fiscal situation, That is 
a question of maybe helping to assure the legislation being enacted into 
law or jeopardizing its chances of passage. 

Mr. Kratina. I think generally the retirees would be very unhappy 
with the July 1 date. Of course, they had hoped originally to have 
it the same date as the active employees, which is July 1 this vear. 

Mr. Broyuitt. Unhappy? You mean they would not accept it! 
They do not have any health program now. 

Mr. Keatine. They will accept any legislation which is passed, but 
I do think the date ought to be earlier than July 1. 

Mr. Broyurii. I agree the date should be as soon as possible. This 
is strictly in the form of a compromise, give and take, in the hope of 
vetting legislation through. 

Mr. Keattne. I think “they should make it April 1. I realize they 
have some very real problems in the Civil Service Commission. I think 
I probably re: alize : as well as anybody the terrific load which was placed 
on the Commission by this hospitalization program. 

Mr. Broyuiti. You also realize about comprising, too, do you 
not 

Mr. Keartine. Yes. 

Mr. Davis. Had you concluded what you wished to say, Mr. 
Lawton / 

Mr. Lawron. I would like to say just one thing more. It would be 
very difficult indeed to get geared up to make the program effective 
earlier than July 1. [am not saying it could not be done, but I think 
we would do a better job if it were July 1 

Mr. Kerarine. I have more confidence in their skill than Mr. Lawton 
has. 

Mr. Davis. Have you anything further, Mr. Keating? 
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Mr. Kearinc. That concludes my testimony. We appreciate hav- 
ing this opportunity of appearing. This is a very fine bill, and I 
surely hope it passes. 

Mr. Gross. You are speaking now of the Lesinski bill? 

Mr. Kearine. I am talking about the general legislation. 1 think 
the Lesinski bill with those two amendments would be ver y acceptable. 

Mr. Gross. That is the question I wanted to ask. Thank you. 

Mr. Davis. There would not be any such thing as your taking a 
leave of absence to go over with the Civil Service Commission and 
put this over by the date you speak of ¢ 

Mr. Krarinc. We would go over and do everything we could to help 
them. 

Mr. Davis. I mean quit what you are doing and go over there and 
take this over. 

Mr. Keating. I think they have become so skillful over there in that 
program, they would not want anybody as clumsy as me around there. 

Mr. Lawron. Mr. Chairman, we would be delighted to have him. 

Mr. Davis. Any further questions, eentlemen / 

Thank you very much, Mr. Ke: ating. 

Mr. Keating. Thank you, Mr.C hairman. 


STATEMENT OF FRANK WILSON, PRESIDENT, AND JOHN J. MAD- 
IGAN, SECRETARY, NATIONAL ASSOCIATION OF RETIRED CIVIL 
EMPLOYEES—Resumed 


Mr. Davis. We asked Mr. Wilson to come back. 

Have you anything further you wish to say now in addition to your 
earlier statement 

Mr. Witson. There is one additional point I would emphasize, and 
that is that we would be very happy and we feel that the Civil Service 
Commission could administratively handle this preposition and make 
the effective date much earlier than July 1, 1961. There will be a lot 
of deaths in the meantime. 

Mr. Davis. I know you want it, and as far as I am concerned, and I 
think as far as everybody else is concerned, including the Civil Service 
Commission, we would like to start it tomorrow if it were possible. 
But do you think it possible under the circumstances, from what you 
have just heard Mr. Lawton say / 

Mr. Witson. Yes, sir, I think it is possible. 

Mr. Davis. How do you think it could be done / 

Mr. Witson. I reiterate what our friend, Mr. Jerome Keating, 
stated : That the Civil Service Commission now have trained personnel 
who can work on this. This will cover approximately 415,000. They 
have just handled very efficiently a problem concerning about 2 million 
people. 

Mr. Davis. But you heard what he said. Of course, as I said, all 
of us want this done as quickly as possible, but there are some very 
hard and realistic facts involved. To have it any quicker, you must 
have solutions to these problems. 

You heard what Mr. Lawton said about it. He said it is practical- 
ly a physical impossibility to do it any more quickly than he has sug- 
gested. You just referred to the more than 2 million active em- 
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ployees. He said they are all employed by the Government, and he 
had the benefit of the cooperation and help of each agency with which 
the employees are connected, who did much work that they will not 
have the benefit of in the retirees program. What is your answer to 
that ? 

Mr. Wirson. My answer to that is that with this 415,000 it could 
be handled through circular letters and correspondence. I think of 
our own experience where we had a problem such as this that we put 
into effect about 3 years ago with our members. We did not find it 
administratively impossible to put it into effect promptly. It was 
put into effect within about 2 months after it was announced. 

Mr. Davis. Your solution for it, then, is that it could be handled 
by sending out circular letters? 

Mr. Witson. Partly, yes, sir; to a great degree. 

Mr. Davis. What else? 

Mr. Wirson. It might have to have a personal letter from time to 
time, but to the greatest degree it can be handled through circular 
letters. 

Mr. Harmon. Mr. Chairman. 

Mr. Davis. Mr. Harmon. 

Mr. Harmon. You have a great organization here with your retired 
civil employees. I think Mr. Keating represents the letter carriers, 
they all have organizations back home, they have all contacted me. 
I think with their help and telling the He, the story, this could be 
expedited. All these people are on the mailing list, they get a check 
every month. They could fix up a brochure where they would know 
what is coming. I am of the opinion it could be done January 1. 

Mr. Witson. The various organizations, of course, have wide con- 
tacts with their retirees, and they have their newsletters and maga- 
zines and other methods. They could cooperate to a very high de- 
gree in expediting this. 

Mr. Davis. Where is this list kept to whom the checks are sent each 
month? Is that in the Treasury Department or in the Civil Service 
Commission ? 

Mr. Wiuson. The checks are sent out by the Disbursing Office of 
the Treasury Department, The master list is there, and I assume there 
is a duplicate in the office of the Civil Service Commission. They 
have a master Addressograph list in the Treasury Department that 
could be utilized to very great advantage. 

Mr. Gross. Mr. Lawton, is that list freely available to you? 

Mr. Lawron. Oh, yes. 

Mr. Harmon. Mr. Chairman. 

Mr. Davis. Mr. Harmon. 

Mr. Harmon. I want to make another statement. Every retired 
person is interested in this, each and every one of them, widows, 
survivors, they are all interested. They are all faced with the 
same problem, hospitalization or medical care. They are quite in- 
terested. Anything that would be sent to them they will read. If 
they do not understand it, they will go to each group in this city or 
town or county and talk about it. They wanted it when the active 
plan went in. They have talked about it even since, have been writing 
to me and to other Congressmen and to you people. I think it can 
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be expedited, and we should try to make it January 1 or as quickly 
thereafter as possible. 

Mr. Witson. The local groups can expedite this and help to educate 
and inform the various retirees, We have 757 chapters spread all over 
the United States, they have monthly meetings, and at these meet- 
ings this has been discussed time and time again, up to the present 
time. When a definite proposition is made, it will be discussed fur- 
ther, and they can get valuable advice and information in that way. 

Mr. Will the gentleman yield 

Mr. Harmon. Yes. 

Mr. Broyum.. You have been trying for quite some time to get a 
list of all retired employees and the Civil Service Commission has 
refused to let you have it; is that correct ¢ 

Mr. Witson. Yes, sir. 

Mr. Broyuitt. This might be an excellent opportunity to bargain 
with the Civil Service Commission. If they give you that list, you 
would assist them in contacting these employees; is that right 4 

Mr. Witson. Thank you for the suggestion. We would cooperate 
to the greatest extent possible. 

Mr. Broyuiy. It would expedite this thing and get it in effect 
sooner ¢ 

Mr. Witson. For the great benefit of the civil service retirees. 

Mr. Gross. I can think of some Members of Congress who might 
like to have the list, too. I am afraid there would not be anything 
sacred about that list if it went too far, I believe in expediting this 
thing, but I want any expedition only if the job is done right. I 
would much prefer to take just a little more time and have the job 
done right than to speed it to the point where it would not be done 
right. I think you agree with that. 

Mr. Witson. Absolutely. 

Mr. Davis. As between these two bills, the Senate bill and the House 
bill, the Lesinski bill, what is the attitude of NARCE? 

Mr. Witson. The attitude of NARCE is in favor of the Lesinski 
bill. However, we are in hopes that it can be modified to a certain 
degree so as to make the effective date earlier. 

Mr. Davis. Give us your reasons, if you are in position to do so, as 
to why you prefer the House bill. 

Mr. Wuson. We prefer the House bill for one important reason. 
It is more acceptable to the U.S. Civil Service Commission. We 
worked with the House staff and with Congressman Lesinski in pre- 
paring the bill. We are in favor of this first and most importantly 
because it is a bill that they studied and they figured was administra- 
tively possible. We are for it for that reason. That is the principal 
reason we are for it. 

Mr. Davis. You heard the discussion here this morning between the 
subcommittee and other witnesses as to the proposition of letting re- 
tirees retain their individual contracts or group contracts of which 
they are already members or of taking out new contracts. What is 
your atttiude on that ? 

Mr. Witson. Our attitude in that connection is we would endorse 
the suggestion made this morning that they be allowed to do so but 
a specification be made that the company that they are doing business 
with must be licensed in the State where they are doing business. 
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Mr. Broruity. Mr. Chairman. 

Mr. Davis. Mr. Broyhill. 

Mr. Brovntmy. Mr. Wilson, you have a health insurance progran, 
do you not, the National Association of Retired Civil Employees? 

Mr. Winson. Yes, sir. 

Mr. Broruim.. With the advent of the active employees insurance 
plan, is that jeopardizing your own organizational insurance struc- 
ture? 

Mr. Wirson. It would jeopardize our policy if the people now cov- 
ered would not be permitted to continue in it. 

Mr. Davis. Give us a little rundown on your plan that you now have 
in effect. 

Mr. Witson. We have a plan that is underwritten by the Continen- 
tal Casualty Co. of Chicago, one of the biggest in the country. We 
have had it about 3 years now. Three years ago when we made this 
contract it provided for benefits for 31 days at $10 a day, and $120 mis- 
cellaneous benefits. 

Since then the experience has been so favorable that we negotiated 
new rates. We had a gentleman’s agreement with them at the time 
we made the contract that, if the experience was favorable, we would 
get new rates or increased benefits. After 2 years, they increased the 
benefits from $10 a day to $13 a day for 31 days, and they increased 
the miscellaneous benefits from $120 to $130 a year. The rate of pre- 
mium is $6 per month. 

Mr. Davis. The premium is $6 a month or $72 a year? 

Mr. Wiison. Yes, sir. 

Mr. Davis. Can the company cancel that out at will? 

Mr. Witson. No; it cannot. There is no medical examination re- 
quired. 

Mr. Davis. What is the provision for cancellation ? 

Mr. Witson. The company can, under certain conditions—failure 
to pay dues. The company may also increase the premium if the 
experience so demonstrates. 

Mr. Davis. Is it a year-by-year contract or can you keep it in force 
indefinitely ? 

Mr. Witson. Yes, sir. 

Mr. Davis. It isa year-by-year contract ? 

Mr. Wirson. It is. 

Mr. Davis. Where they could, if they saw fit, cancel it out at the 
expiration of any 1-year period ? 

Mr. Witson. They could under certain conditions cancel the entire 
group policy. They could not cancel my coverage or they could not 
cancel the coverage of any individual. 

Mr. Davis. But they could cancel out their entire contract at the 
expiration of any 1-year period under certain conditions / 

Mr. Witson. Yes, sir. 

Mr. Davis. What are those conditions / 

Mr. Wirson. The conditions are primarily if their experience is not 
satisfactory. 

Mr. Broyriiy. I did not get an answer to my question, Mr. Wilson, 
or rather, I did not get a satisfactory answer. It is not clear to me. 

Prior to the enactment of the health insurance program for active 
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employees—you have new people coming into your health insurance 
program every year; is that right / 

Mr. Witson. Yes, sir. 

Mr. Broruun.. Did that not have some etfect on your rate, the fact 
that your average age possibly of your membership remained some- 
what the same ? 

Mr. Wirson. That is correct. 

Mr. Broyui.. Membership in the health msurance program. In 
the future, with the employees who retire in the future having a Gov- 
ernment. health insurance program, will that not make the average 
age of the people under your health insurance program older and 
older ¢ 

Mr. Witson. The average age will increase because we will not have 
any reservoir of new members. We will not be able to enlist new 
members. 

Mr. Brovitw.. Then, that is jeopardizing your insurance program, 
is it not? Will that not call for cancellation or for the raising of 
rates ¢ 

Mr. Witson. In our insurance program we have a large number of 
retirees who will not be covered by this legislation we are considering 
this month. Why? Because they have not had 12 years of Govern- 
ment. service, but they are being protected now and they will continue 
to be protected if our company is still in business. 

However, if the Continental Casualty Co. would have to cancel 
this because of certain conditions, then they would not have any pro- 
tection whatsoever, 

Mr. Broyuiny. If this legislation becomes law, do you contemplate 
bringing vour membership under this plan—I mean through your 
own health insurance program / 

Mr. Witson. We do, sir. 

Mr. Brornitn. Even then the premiums will get increasingly larger, 
will they not 

Mr. Wirson. They may. We do not know what is going to happen 
about that. 

Mr. Broyuity. Would you think it would help the actuarial sound- 
ness of vour program to have this legislation added to it ? 

Mr. Witson. We do, sir. 

Mr. Davis. Are there any further questions? Did you or your 
associates have anything further you wanted to add / 

Mr. Mapiean. I think it might be of interest, Mr. Chairman, to 
state that as of now there are approximately 55,000 participants in 
the NARCE hospital-surgical plan. That is broken down into 27,000 
who have it simply for themselves—either the man or the spouse— 
and another 14,000 who have coverage for self and spouse. In other 
words, 28,000 added to the 27,000, 

There are a great number who have been contacting us with con- 
siderable concern because of the situation which Mr. Wilson men- 
tioned a moment ago, where is that because of a period of Federal 
service less than the minimum required, the 12 years, these folks in 
advanced age brackets would find it impossible for economic, if for 
no other reasons, to get coverage on an individual basis. 
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Our experience, as Mr. Wilson has stated, was so good that a year 
ago last spring we negotiated with the Continental Casualty Co. to 
improve the benefits and to maintain the same monthly premium. 

The experience of the participants in this plan has been excellent, 
There has been a minimum of questioning of the claims filed. The 
organization has had almost unanimous compliments on the speed with 
which the claims were settled, sometimes within a day or two. It has 
proved to be a very great boon to these older folks. It is something 
that the association worked very hard on for a couple of years before 
they finally were able to negotiate an arrangement such as this be- 
cause of the lack of experience which would demonstrate how hazard- 
ous it was to give coverage to these older folks. 

Mr. Davis. Are there any questions of Mr. Madigan ? 

Mr. Cunnrncuam. Did you have any competition in selecting 
Continental Casualty ? 

Mr. Mapiean. Indeed we did, Mr. Cunningham. There was a great 
deal of interest in the business when it was proposed. Much of that 
went on before I became affiliated with the association, but definitely 
there were at least, I would say, a half dozen big organizations seek- 
ing the business, especially after it began to shape up. There were 
some pioneers in this field—the New York State Retired Teachers 
and Nationa] Retired Teachers. Ours is probably the largest group 
they had to deal with. As I said earlier, the experience in the first 
2 years—we were a little apprehensive as to what the first year might 
be because folks who had necessarily delayed surgery and other hos- 
pitalization might affect it, but it was proved to the satisfaction of 
the company that it was good business, as evidenced by their willing- 
ness to adjust the rates. 

I might say in passing that the first proposal they made was a mere 
extension of the number of days that would be allowed. In other 
words, they were willing to up it from 31 to as much as 45. But some 
inquiry disclosed that the average stay in the hospital was very much 
less than the 31 days, so that the apparent improvement in the cover- 
age from 31 to 45 days was really nothing but window dressing. 

We decided what our people needed was as many more dollars per 
day as they could get for the time they were necessarily confined to 
the hospital. 

Mr. CunnrncGHAM. You are taking very good care of your people. 
Thank you. 

Mr. Davis. Mr. Johnson. 

Mr. Jormnson. There was one statement in Mr. Madigan’s presen- 
tation that I believe would have a bearing on the estimated cost of 
the Lesinski bill. Am I correct in my understanding of your state- 
ment that approximately 55,000 employees retired are in the program, 
and that 27,000 are enrolled for self alone ? 

Mr. Mapiean. That is correct. 

Mr. Jonnson. Would it be your opinion that this proportion, ap- 
proximately 49 to 50 percent, being enrolled for self alone would ex- 
tend to the entire body of 415,000 retirees and survivors, who will be 
eligible under the Lesinski bill? In other words, do you feel that 
almost half of them would enroll for self alone / 

Mr. Mapriean. I am not in position to answer that question, Mr. 
Johnson. T can say that many of those who have single coverage 
have provided it for the spouse because the member has certain hos- 
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pital privileges through having been in the military service, has access 
to Veterans’ Administration hospitals, or others. 

Then in some cases there are those who apparently thought that the 
spouse was possibly a greater hazard and covered the good woman 
instead of himself. I have no way of even guesstimating whether 
—_ a be a good sampling of the entire group that would be in- 
volved, 

Mr. Jounson. Do you have any figures indicating how many of 
your entire membership of approximately 100,000 are single or 
widowed ? | 

Mr. Maprean. No, we do not have any. 

Mr. Jonnson. The further question I would like to propound is 
this: On the basis of your experience with your own people, what 
would be your estimate of the cost if the Lesinski bill were enacted 
into law ? 

Mr. Wirson. Our estimate of the cost on 415,000 eligibles—we fig- 
ure the cost based on the experience of New York State. They have 
put in a similar proposition about 3 years ago. They found that 54 
percent took advantage of it, elected to take advantage of it. Of 
that 54 percent, about one-third of them covered their wives or fam- 
ilies. So that on that basis, for 54 percent of 415,000 it made 224,100 
participants. One-third of the participants buying protection for 
the spouse or family made 74,700 additional to be covered, or a total 
of 298,800. 

At $36 per year, the minimum contribution of the Government, 
the cost will be about $10,756,000 for the first year. At $48 per year, 
the maximum contribution of the Government, the cost will be about 
$14.342.000 for the first year. 

Mr. Jounson. Thank you very much, Mr. Wilson and Mr. Madi- 
gan. In other words, based on the only reliable experience of a 
similar group, your figures demonstrate that the cost to be expected 
for the first year under the Lesinski bill would be roughly in the 
neighborhood of $11 million to $15 million ? 

Mr. Witson. That is correct. However, there is one factor that 
was not taken into consideration in that estimate, and that is the fact 
that there are going to be quite a large number—several thousand— 
deaths between now and the date the bill will go into effect and there 
will be several thousand deaths during the period of 12 months. That 
will reduce this estimate by a considerable amount. Not only deaths, 
but there will be remarriage of widows. When a widow remarries, 
she no longer has protection. That will reduce it. 

Mr. Broyuttxn. Does the staff or the Civil Service Commission have 
an estimate on the Lesinski bill? 

Mr. Jounson. Mr. Jones testified the other day that the estimated 
cost for the first year was between $15 million and $25 million. 

Mr. Broyutii. That has been the estimate on the Senate bill? 

Mr. Jounson, I believe the estimated cost of the Senate bill was 
between $15 million and $22 million for the first vear. That was sub- 
mitted some months ago. On a current basis, the Commission esti- 
mates $15 million to $25 million as the first year cost for the Lesinski 
bill. The Government contribution is just a little better under the 
Lesinski bill than under the Senate-passed bill, as Mr. Keating pointed 
out. 
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Mr. Broynits. | wonder why the difference between Mr. Wilson's 
estimate and the Civil Service Commission estimate. Somebody is 
wrong. 

Mr. Jounson. It may be somewhere in between. 

Mr. Davis. Is there anything further either of you gentlemen would 
like to offer? : 

Mr. Wirson. No. Thank you, Mr. Chairman, and 1 thank the 
members of the committee for their courteous hearing that they have 
accorded us. 

Mr. Broyuity. May I make one more observation, Regardless of 
the estimate, whether the $14 million or $25 million, it is a far ery from 
the $600 million estimate the administration has for its program to 
bring all people over 65 years of age into a nationwide health insur- 
ance program. 

Mr. Wirson. Yes, sir. 

Mr. Davis. I will insert in the record at this point a letter from the 
American Medical Association and a statement of the Group Health 
Association of America. 

( The letter and statement follow :) 


AMERICAN Merpicat ASSOCIATION, 
Chicago, 1Ul., June 20, 1960, 
Hon. Tom Mvrray, 
Chairman, Post Office and Civil Service Committee, House of Representatives, 
Washington, D.C, 

Dear Mr. CuarrmMan: On July 21, 1959, I submitted to you the position and 
recommendations of the American Medical Association with respect to 8, 2162, 
S6th Congress. At that time, among our recommendations was the suggestion 
that 8. 2162 be amended so as to include persons who retire prior to July 1, 1960, 
the effective date of the Federal Employees Health Benefits Act. 

In connection with the current hearings on S, 2575 by a subcommittee of your 
committee, 1 would like to reiterate our position in this regard and to express 
the support of the American Medical Association for that portion of S. 2575 that 
would accomplish this purpose. We sincerely believe that participation by the 
Federal Government as an employer with the already retired Federal employee 
in a voluntary and contributory program is desirable. 

I will apprecigte your arranging this letter being made a part of the record 
of the hearings. 

Sincerely yours, 
F, J. L. BLASINGAME, M.D. 


STATEMENT OF GROUP HEALTH ASSOCIATION OF AMERICA 


The Group Health Association of America heartily supports the purposes and 
aims of H.R. 12495 and similar bills. In view of the enactment of the Federal 
Employees Health Benefits Act of 1959, it is no more than a matter of justice to 
make provision in similar general fashion for Government employees already 
retired. 

Our organization has studied H.R. 12495 and also S. 2575 and hopes the com- 
mittee will consider and compare both these measures in arriving at a final draft. 
We hope that draft will be favorably reported by the committee to the House 
of Representatives. 

We have a few brief comments to make. 

First of all, we do not believe it practical to allow unlimited discretion to 
retired employees in the choice of plan for their enrollment. Instead, the 
provisions of the Senate bill which require approval of such plans by the Civil 
Service Commission would appear to us to be safer for the beneficiaries and 
far simpler to administer. We do believe of course that a choice of plan should 
be provided. as it is in both bills. But we doubt it should be an unlimited one 
or one that could include a plan not found to be satisfactory by the Commission. 
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On this same point, we believe that the section of the legislation dealing with 
administration should empower the Commission to set minimum standards for 
approval of carriers, The Senate bill contains such a provision. 

The amounts of Government contributions appear to be within the range of 
practicability, and we have no special comment respecting them, We do, 
however, wish to endorse wholeheartedly the provision for withholding from 
annuity and compensation checks of the amounts necessary, in addition to the 
Government contribution, to pay the total charges for enrollment. 

In the recital of benefits to be included in the definition of a “Health Bene- 
fits Plan” (sec, 2b), it is a serious omission to leave out nursing home care, 
and care in the enrollee’s own home. For older people, this type of care may 
be very important indeed. 

It appears to us also that the legislation should carry provision for transfer 
by retired employees from one approved carrier to another. Particularly 
might this be necessary in the case of persons moving from one community to 
another. 

Finally, it is suggested that there be written into the bill suitable provisions 
which would enable and encourage the formation of groups of retired employ- 
ees to purchase insurance or to enroll in direct service health plans. It is 
recognized that this will not be as easily accomplished as in the case of active 
employees, but the advantages and economies of group action where feasible 
seem too great to be neglected. 

We hope that the committee will carefully consider our comments and sug- 
gestions for improvement of the legislation. And we hope that the final form 
of the bill will be reported to the House with recommendation that it do pass 
and that it will be enacted into law at this session of Congress. 


Mr. Davis. The committee will now go into executive session. 
(Whereupon, at 11:25 a.m., the subcommittee proceeded in execu- 
tive session.) 
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